


The Federal Reserve Board and Foreign Acceptances—Railroad Labor Wages—How Will Germany 
Pay?—The Market Prospect 


perm conditions have changed during the past two 


weeks in some rather important particulars. It is now 

more and more evident that the sharp upward swing in 
some classes of business which took place during the early 
Spring was a seasonal movement rather than the beginning of 
a restoration of very broad activity. The automobile indus- 
try provides perhaps the most striking illustration of this state 
of affairs. Something of the same sort, is however, reflected 
in certain branches of the textile industry. 

Prices, too, are evidently not completely readjusted, for 
reductions occurring during April show that there is still a 
process of “evening up” to be completed before they can be 
considered to have reached a final footing. More and more 
observers are disposed to think also that the great basic in- 
dustries, such as steel and transportation, must reach a more 
permanent status as to prices and wages before building will 
be resumed on a large scale. 

All this merely amounts to a statement that the process of 
business readjustment will take longer than had been gener- 
ally supposed. Meanwhile, however, the indications of 
steady, if slow, progress toward a better condition of affairs 
multiply. The underlying condition of banking in the United 
States has distinctly advanced and, while there is still much 
to be done by way of liquidation in some parts of the country, 
the process of liquidation is nearly complete in others. Retail 
trade has been unexpectedly good and there has been an 
encouraging restoration of more normal supply and demand 


in several important lines of business. 
* & # 

HE action of the Federal Reserve Board 
prom =e ol in lengthening the period for which 
TRADE foreign trade acceptances may run to six 

months, the acceptances, however, being 
permitted to be eligible for discount, is believed likely to 


7 


render the financing of the trade considerably easier than has 
heretofore been the case. During the past year, there has 
been a very sharp falling off in the volume of member bank 
(eligible) acceptances, and one reason which has been 
assigned has been the fact that there has been so much difh- 
culty in financing the trade under the comparatively short 
lending period allowed by the law. If that be true, the 
doubling of the maturity of the acceptances should help con- 
siderably; but at the same time it will have to be considered 
whether the effect may not incidentally be that of greatly 
increasing the maturity of the acceptance holding of Federal 
reserve banks. In the opinion of some, however, the addi- 
tion to the period of maturity will not be very great, although 
what it will be remains still to be demonstrated. 

According to this view of the case, the principal effect of 
the lengthening of the maturity is likely to be that- of render- 
ing bankers’ foreign acceptances more easily salable or nego- 
tiable, because their purchasers will have the assurance of 
being able to dispose of them to Federal Reserve Banks in 
case of necessity. The foreign trade has undoubtedly suffered 
severely from a lack of banking support, and the plan now 
introduced may tend to relieve this situation, although it will 
still remain true that an important source of difficulty is found 
in the difference of opinion which exists between reserve banks 
and exporters as to the proper location of responsibility for 


the credit in the event of nonpayment. 
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THE LABOR N announcing a disposition to order a re- 
BOARD’S AN- duction of wages, presumed to apply 
NOUNCEMENT to perhaps one million railroad employees, 
the United States Labor Board has reached 

the decision which most careful observers had believed for 
some time past was practically inevitable. This proposed 
cut in wages, whose amount is not yet definitely stated, is 
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presumably to become effective on July 1, and in the mean- 
time, railroad balance sheets have been, to some extent at 
least, improving. The outcome should be that during the 
second half of the present year railroad revenues would 
assume a decidedly better condition. The attitude of the 
investing public in this view of the case has been illustrated 
by the better demand for stocks, not only of the railroads 
but also of railway supply companies. 

There is, however, still a good deal that must be regarded 
as uncertain about the situation. One phase of the matter 
which remains to be cleared up is the final decision of the 
Labor Board in respect to the terms of the new “working 
agreements” which are to take effect between the roads and 
their employees. That these agreements will be more reason- 
able and more “‘flexible’’ than those which have prevailed 
heretofore is the semi-official forecast, but their actual terms 
will have much to do in fixing the real ability of the roads 
to introduce economies. Meantime the announcement that 
the railroad brotherhoods may take an appeal to the Supreme 
Court with respect to the forthcoming wage decision is of 
considerable importance as indicating a recalcitrant attitude. 
There is little doubt that the Supreme Court would uphold 
the constitutionality of the arbitration powers of the Labor 
Board but there might be serious delay and uncertainty as 
the result of such an appeal. 

. 2 

HILE the general movement of com- 

modity prices is still downward, the 
rate of decline is gradually becoming less 
rapid and this suggests that we are slowly 
approaching conditions of greater stability than those which 
have prevailed for the past year or so. A number of com- 
modities have shown striking resistance to the general pressure 
and have sold at about the same prices as the present for 
months. Others have actually shown an advance in recent 
weeks, due to the improved statistical position of the respective 
commodities. On the other hand, there are some commodities 
which are selling considerably out of line with the general 
average and these commodities must inevitably conform to 
the generally lower price level. 

Among the commodities which seem most thoroughly de- 
flated are hides, calfskins, some leather products, rubber, 
copper, cotton goods, woolens, silks, hogs and steers. Others 
which are still too high in comparison with the general price 
level are most grades of manufactured steel and pig iron, 
paper and chemicals. 

Labor is in process of liquidation but the process is ex- 
tremely slow and irregular. Certain industries have already 
cut labor costs in a manner to meet the lower level of prices 
but others have done nothing or little along this line. On 
the whole, labor is not recalcitrant and is accepting new con- 
ditions of things with far better grace than expected. - This 
is no doubt partly due to the fact that the workers, as a 
whole, have not yet felt the changed condition of affairs as 
much as might be expected on account of the fact that their 
purchasing power still remains comparatively high owing to 
accumulated war-savings. 

While it begins to appear that we have successfully en- 
compassed the early difficulties encountered in the deflation- 
ary period, it would be unwarranted to assume that accumu- 
lated results of the present unsettling period will not have their 
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effect on the general situation. It is to be presumed therefore 
that it will be a considerable period before we have developed 
a sufficiently strong foundation by way of deflated prices and 
labor to permit the erection of a sturdy business structure, al- 
though the trend is certainly in that direction. 


¢* * 


ITH the terms of the reparations 

agreement definitely closed, Germany 
now has nothing to do except to effect as 
early a settlement as possible with the 
Allies. This is evidently quite clearly perceived by the new 
German Cabinet, as is illustrated by the fact that positive 
terms have been presented covering at least a first payment of 
150,000,000 gold marks. The bulk of this sum will be 
settled in drafts on various countries including France, Eng- 
land and the United States, German banks evidently being 
appealed to for the assistance that is needed, and supplying 
the resources out of balances carried there or by accommoda- 
tion obtained by them through regular banking channels. 
As for the additional 850,000,000 marks which must soon 
be paid in order to complete the entire billion that the Allies 
have exacted of the Germans as a preliminary payment, 
these are expected to be settled in German Treasury bills 
guaranteed by the banks. 

The effect of the transaction should be to use up as much 
as necessary. of former or current German credits in the 
countries drawn upon. The re-establishing of these credits, 
it would seem, can take place only through the sale of securi- 
ties or through a very large increase of exports, but the latter 
plan will be followed only with great difficulty due to the 
various obstacles interposed against German trade by the 
various competing countries which do not wish to see their 
markets too seriously invaded. The issue as to conditions 
of German exportation may not come during the introductory 
period of settlement but must no doubt be eventually con- 
templated as an incident in the process of final adjustment. 

“* 


ECENT events in the railroad and 
other industrial fields have led many 
people to form the opinion that we are still 
in a bear market. This view does not ap- 
pear to be borne out by the facts. 

The tendency of prices is toward a higher level, but 
as in all markets in which the long trend is upward, set-backs 
occur frequently owing to a weak technical position, adverse 
news developments, bear raiding, etc. 

With the undercurrent of general business improving, as 
it is, declines must be looked upon as opportunities to pur- 
chase securities which are sound, preferably those which have 
passed through the worst phases of their readjustment and 
are definitely headed toward improvement. 

Reduced and passed dividends are incidents which usually 
accompany accumulation in the market. Many important 
issues show the effect of the quiet buying which has been 
carried on for sometime past, not only by large interests but 
by small investors who are taking advantage of the com- 
paratively low level of prices. Both of these influences 
should eventually have an important effect upon prices. 
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Par for Liberty Bonds! 


Colonel M. W. Thompson Proposes a Plan to Restore the Holdings of Eighteen Million People 
—Small Investors the Ones to Be Helped 


An Interview by WILLIAM McMAHON 


MERICANS ought to feel kind of 
A sheepish to see their Government 
bonds below ‘par. 
fact, when our bonds are below par, we 


are all below par. As Bob Ingersoll said 


As a matter of 


fifty years ago, “Every bond of the United 
States should be able to look its owner in 
the eye and say—I know that my Re- 


deemer liveth.’” 


in a market where money rents, that is, 
interest rates, have risen, and the little 
owner of bonds, if forced to sell, must 
do so at a loss of capital value that he 
never expected to suffer. The big buyers, 
familiar with financial matters, knew they 
were taking that chance—the little buyers 
did not, and the brunt of the losses have 
been borne by the latter. My plan aims 
to give relief to the little buyer. 


The Plan 


“The plan proposes to authorize a new 
series of United States Consolidated Bonds 
to the total amount of, say, Twenty-five 
Billion Dollars. These bonds shall mature 
serially over a period of, say, twenty to 
fifty years. They shall bear no fixed 
rate of interest, but shall state on their 
face that the interest to be paid for 
each half-yearly period shall 
be determined and announced 





Col. Thompson, Governor of 
the War Credits Board, has 
evolved a plan whereby Liber- 
ty Bonds can be brought to par, 
there to remain. This plan 
seems, to this interviewer, at 
least, so feasible, so simple, 
that you will wonder, when 
you know of it, why it wasn’t 
tried out a long time ago. And 
considering the newness of it, 
it is making head, for it in- 
volves good morals as well as 
good financing. In the follow- 
ing interview, Col. Thompson 
outlines the proposition. 

“President Harding said re- 
cently that a means should be 
devised for making Liberty 
Bonds worth what the sub- 
scribers paid for them,” said 
Col Thompson. “It is a sad 
commentary on management 
generally when hundreds of 
thousands of patriotic investors 
in Liberty Bonds and Victory 
Notes have seen their principal 
gradually drop until now their 
bonds stand at a point far be- 
low what they paid. 

“Briefly, the reason for their 
decline is that the interest on 
these bonds is too low consid- 
ering present money rates. The 
bonds would go to par if the 
interest could be brought to ac- 
cord with the present market 
prices of money. Subscribers 
for Liberty Bonds are in the po- 
sition, to make a familiar com- 
parison, of having leased their 
money to the government for a 
long term like the man whose 
house was tied up with a long 
term lease. The interest on the 
bonds is, so to speak, the rent 
paid by the government. That 
rent was low at the start—in 
fact the Treasury could never 
have leased the amount of 
money it raised by the sale of 
Libertys, at the rents offered, 
but for the patriotism of the 
people. The citizen might have 
held off for more, but would 
have incurred the contempt of 
his fellow citizens for haggling 
over a few dollars in his coun- 
try’s hour of need. That rent 
now turns out to be too low 





OL. MELVILLE WITHINGTON THOMPSON, D.S.M., 
Governor of the War Credits Board, which loaned 
$250,000,000 on variable interest rates without loss. He is 
an accountant, an engineer and a lawyer, of the firm of 
Thompson & Worley of New York. 
In this interview describing his unique plan for restor- 
ing the market value of Liberty Bonds, Colonel Thomp- 
son stresses the obligation of the Government to the 
millions of people who subscribed, at par, for small lots 
and who are now faced with a considerable loss on their 
investment. 
If his plan will permit the Government to discharge 
this obligation, it deserves the hearty co-operation of 
every financial organization. If it is impracticable, some 
other scheme must be devised. The point is that the 
welfare of eighteen million people who purchased small 
allotments at a crucial time and thus financed the win- 
ning of the war (many of them service men) can no 
longer be ignored. 


in advance by the Treasury 
at the rate that, in the opin- 
ion of the Federal Reserve 
Board, represents the then 
market earning power of 
money invested without haz- 
ard. Then as each coupon is 
presented for payment, the 
holder will receive his interest 
at that rate. The amount to be 
paid on each coupon could be 
broadly announced through the 
columns of financial and local 
newspapers so that each and 
every holder may know exactly 
what he is entitled to. 

“Banks in New York and 
other financial centers are ac- 
customed to carrying great 
quantities of loans subject to 
re-marking the rate. Can any 
one doubt that the Treasury 
would re-mark the rate as fair- 
ly and as soundly for the gov- 
ernment and the public as the 
banks do for themselves and 
their customers, especially since, 
if the Treasury marked the 
rate inexpertly, its error would 
be advertised by the departure 
of the Bonds from par?” 

“But will the public take 
kindly to having a government 
department endowed with such 
powers as the Treasury will 
have under this plan?” I asked. 

“The public will trust its ser- 
vants at Washington to fix 
fairly the interest rate in deal- 
ings where the citizen and gov- 
ernment stand in the relation of 
creditor and debtor. My ex- 
perience as presiding officer of 
the War Credits Board, deal- 
ing with private individuals in 
transactions involving vast sums 
loaned upon a variable rate of 
interest stands as an unanswer- 
able affirmative on this point.” 


The Processes 


I asked Col. Thompson for 
an outline of the processes of 
the proposed change. 

“Some of the Twenty-five 
Billion Dollars’ worth of new 
bonds could be sold for cash in 
refunding operations, the pro- 
ceeds to be used for paying off 
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WHAT AUTHORITIES THINK OF THE THOMPSON PLAN 


“WORTHY OF THOUGHTFUL CONSIDERATION”’—St. Clair Thompson, manager Tax Dept., The 
National City Co.—“The suggestion of the author of the proposed amendment of Liberty Bond Acts is worthy of 
thoughtful consideration. There are no means of determining, in advance, exactly what the effect would be. 
The appeal is at least two-fold—(1) To liquify Government Bond investment on the basis of parity of invest- 
ment; and (2) to reduce the cost of Government financing. Both are desirable. While mere statement is not - 
proof, the reasoning of the author compares favorably with propositions which have been introduced in Con- 
gress to amend the Liberty Bond Acts. The processes of time have a way of accommodating difficulties and 
this fact is also worthy of consideration along with any proposition for change of existing law. 


“If it is true, as stated by the author, that 90% (18 out of 20 million) of the subscribers to Liberty Bonds 
purchased them as an investment, that is, for the sake of a return a little better than, and as sure, as a saving 
bank, then they are not primarily interested in the market. On the contrary, if the proposed change would 
lessen yield, as the author contends, these investors would probably prefer that “bad enough” be let alone. 


“As a rule, the transactions in Liberty Bonds coming into the market in such volume as to have a very 
material bearing on market quotations were either for the purpose of establishing losses as an offset to taxable 
income or were occasioned by the necessity of obtaining for the needs of business the use of cash represented 
by investment in Liberty Bonds. There is a thought that these reasons have so far operated as to make the 
general average of Liberty Bond investment stand at a figure below the par evidenced on the face of the bond. 
If that is true, then, for all practical purposes, the lower plane of value investment has cared for the difference 
in yield as between Liberty and corporate bonds bearing a higher rate of interest. Those who purchased Liberty 
Bonds as an investment expecting to hold to maturity have the prospect of payment of their bonds at par, what- 
ever shifting may take place between the dates of purchase and payment. It is only those who desire to liquidate 
their investment who would have any benefit from presently bringing these bonds to face value (aside from the 
difference there might be in present yield) and even these, according to the prediction in the proposed amend- 
ment, would eventually receive less than the present rate of their investment.” 


“WOULD BRING LIBERTY BONDS BACK”—Walter W. Stewart, Professor of Economics, Dept. of Eco- 
nomics, Amherst College.—“The Thompson Plan will bring Liberty Bonds back to the price paid for them by 
the investor. As a means of developing a large class of permanent investors, steady purchasers of new security 
issues, it would do more than all the circulars of the bond houses and all the thrift sermons. 

“Many students of public finance have cudgeled their brains for some method to support the price of Liberty 
Bonds without causing their inflation and without feathering the nest of the speculator. It remained for Gov. 
Thompson to discover the plan which will accomplish the result, certainly, economically, and with justice. 

“This plan formulated so constructively on a topic of such wide concern should be brought before Congress 
in a way which will insure the enactment of the legislation to make it effective.” 

“PLAN WOULD WORK”—Robert M. Thompson, noted fi » in a letter to the author said: 
“My dear Col. Thompson— 


“I duly received your pamphlet—‘Liberty Bonds at Par’ and | thank you for it. 

“I believe your plan would work. 

“Certainly Congress has got to take some action very soon. Until they can take the loans out of the banks, 
the public will have to go on paying high rates of interest. 

“Thank you for the compliment in suggesting that someone might think I -had written your pamphlet. I 
wish I were capable of writing it. 





“Very cordially yours, 


“(Sgd) ROBERT M. THOMPSON.” 























on the transaction. 


maturing debts not exchanged for the new 
bonds. The bulk oi the new bonds, how- 
ever, would be exchanged for Liberty 
Bonds and Victory Notes now outstand- 
ing. No holder of these bonds or notes 
would be forced to exchange them for the 
new bond, although, naturally, original 
subscribers would gladly seize such an op- 
portunity. 

“It would, of course, be absolutely un- 
fair to treat all present holders of Liberty 
Bonds and Victory Notes on the same 
basis. Some own bonds which they orig- 
inally subscribed for; the bonds purchased 
by others were acquired in the open mar- 
ket. The subscriber-owners, primarily ac- 
tuated by patriotic motives that the Gov- 
ernment cannot afford to and should not 


forget, paid the United States one hundred 
cents on the dollar for their bonds at a 
time when every cent was needed to fight 
the war. The market purchasers bought 
from previous hoiders, at a discount, in- 
fluenced solely by hope of financial gains. 
Then there is the large class of market 
purchasers who are entitled to no special 
consideration whatever. This class con- 
sists of big buyers who sold their original 
bonds to create income tax losses, thus 
passing on the major portion of the loss 
to the Government, and immediately 
bought back like bonds at the same or 
lower prices. 

“For example, a large rich holder may 
have sold some of his original bonds at 
$85,000 thus realizing a loss of $15,000 


That $15,000 he de- 
ducts from his income in making his tax 
return. If his highest income tax rate 
were 70% (and many a rich man came 
within that class) more than $10,000 of 
the loss is shifted to the Government, and 
his total taxes reduced the same amount. 
That seller then proceeds to buy back like 
bonds at $85,000 thus getting back just 
what he had before, but with his taxes re- 
duced materially. The small holders, un- 
informed on the intricacies of tax matters, 
overlook such openings; or else even if 
they may have sold and lost, would save 
only a few cents in tax. Clearly the terms 
on which the new bonds are to be offered 
in exchange for old bonds must take 
(Continued on page 124) 
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The World in a Muddle 


Extremists and Their False Economics Hamper Industry—England Still At War—Education the 


THIS oid world is in a ghastly muddle. 
I am one of those who hold that it 
will be got out of the muddle by 

isiness men and women—capitalists, la- 
)rers, trade unions and capitalist organ- 
ations. The Industrial League which I 
n representing here exists simply to pro- 
vide a platform upon which any one can 
and who has something to say on in- 
istrial questions. “The open door,” the 
pen mind,” is our slogan, and it is noth- 
ing more than that. 


Civilization can be saved only through 

1 perfect understanding between the whole 

English speaking races. That is a 
fundamental fact and a necessity which 
ill hands should lose no opportunity oi 
impressing. That understanding will come 
irough the business classes of both coun- 
tries. Industry, commerce, business, trade, 
call it what you will, is built around con- 
dence whereas politics seem to be based 
on the lack of confidence. 

In England we are steeped in Socialism. 
There are innumerable brands of it. You 
start with Bolshevism proper and work 
up to Communism; Colliectivism, Syndi- 
calism, Guild Socialism, State Socialism, 
and many other varieties. All have their 
roots in the broad idea that private enter- 
prise and private property are wrong. The 
irguments advanced contemplate one thing 
vhile the facts demonstrate another. The 
application of their theories is having ex- 
ictly the opposite effect from that antici- 
pated by them. The only way we can pro- 
mote the common good is by procuring 
he good of the individual and lifting him 
p rather than pulling him down. 

As a matter of fact, we are still at war 
over in England—we are still at war in 
Europe. We have a thing called a Peace, 
but the war spirit is still with us. We 

ust be fighting somebody. You see this 
n the ghastly tragedy of Ireland, in the 
miner’s strike, and in every little corner 
‘f the land there is a class war which is 
1 very serious thing with us. From the 
top to the bottom of society (and the 
more dangerous people are at the top, es- 
pecially the women) these ideas have been 
absorbed—that business and profits and 
wealth are wrong. They are arrayed 
.gainst private property and private enter- 
prise. This thing works its way out first 
n taxation which with us in England is 
10t so much a matter of necessity as a 
matter of punishment for success. Amer- 
cans have their income tax but they are 
nfants in the early stages and have no 
‘onception of the possibilities of this tax- 
ation business. 

Squeezing Out the Middle Class 

Unrest born of these radical ideas works 
out through the various branches of the 


labor organizations in such a way that 
it seems as if many of the workers have 


One Hope 
By ERNEST J. P. BENN 


almost decided to do no work. This sug- 
gests H. G. Wells who years ago main- 
tained that if you increase wages and in- 
crease prices you will squeeze out the 
middle class eventually and finally the cap- 
italists also. 

Our workers are doing less work and 
we are producing less and less. If you 
make your calculations in hundred weights 
instead of in pounds you may see this 
clearly. And yet, our laboring class is 
not actuated by any evil intent. Most of 
them are doing what they believe to be 
right. Their actions are due to the incul- 
cation of a false conception of economics 
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ERNEST J. P. BENN 


ME. ERNEST J. P. BENN, together with 

Mr. Frank Elliott are visitors to this 
country from England, representing the 
Industrial League and Council of England, 
which is a consolidation of the Industrial 
League and the Industrial Reconstruction 
Council. 


This Council is made up of employers and 
employees, and its President is the Rt. Hon. 
J. H. Whitley, M. P., just elected Speaker 
of the House of Commons. 
Mr. Benn’s objective in America is to 
assist in spreading the doctrine of sanity, 
of mutual understanding and g320d will be- 
tween employer and employee. As he con- 
“Civilization can be saved only 
through a perfect understinding between 
the whole of English-speaking races.” 











which starts upon the fallacy that wealth 
is a fixed quantity—that there is a certain 
amount of money and work—and that it 
is good business to prolong that business 
and make it afford work for three men 
where only one worked before. We must 
eradicate false economics. We are no 
ionger teaching economics in our uni- 
versities—we are teaching Sidney Webb- 
ics. The next necessary big movement 
will be one of education in the funda- 
mentals of economic science. 


I hesitate to express an opinion about 
American conditions because no one can 
have learned much in only three or four 
days, but I imagine that Americans will 
have to realize that it is a mistake to take 
this revolutionary movement lightly and 
to fancy that it can be dealt with by mere- 
ly a frontal attack. It is a mistake to 
call these agitators fools. They are far 
from fools and far from criminals. Most 
of them are well meaning enthusiasts. 
They are actuated by beautiful ideals. 
They hold, most of them, the picture of 
a world which is far more attractive a 
Heaven than any I have heard described 
from the pulpit. But my difficulty is 
that as a practical man with a wife and 
family to support, I find that the sys- 
tem will not work. There is no more 
chance in this world for platonic in- 
dustry than there is for platonic love. 
Half the tragedies of history have been 
due to sincere beliefs in things which 
were not so. Men wander about in a 
theoretical heaven—often strangely 
reminiscent of the other place—and for- 
get entirely that we are all mortals 
with stomachs to feed and bodies to 
clothe. 

The administration of the law is the 
same here as with us. The plaintiff and 
the defendant sit down below the court 
somewhere and as long as they are quiet 
and pay the bill things go on smoothly, 
while the learned counsel and judges carry 
on an argument which has little obvious 
relation to the matters in discussion. The 
decisions eventually arrived at seem to 
have very little to do with the original 
cause of litigation. If you consider labor 
and capital as the plaintiff and defendant 
and you let the Socialists and the Govern- 
ment stand for the counsel and the judge, 
you will derive a suggestion of difficulties 
encountered today in industry. 


Great Work To Do 


There is one great piece of work 
which requires to be done—one which 
we on both sides of the Atlantic can co- 
operate in doing, and that is to take in 
hand the education of the world on this 
question of capital importance—that we 
can only live and move and have our 
being—that we can feed, house and 
clothe ourselves only if we work and 
practice thrift together with the other 
virtues which are bound up in this ex- 
traordinary and most unfortunate word 
—Capitalism. We need a new way to 
describe the virtues of work since the 
word Capitalism has come to convey 
the idea of administering vast wealth. 
Now those who are ignorant associate 
the word with envy, hatred and malice. 
This task may be performed perhaps 
by diverting the discussion into one be- 
tween consumers and producers. The 
Socialist who would build a world of 

(Continued on page 143) 
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Official Government approved articles on the 
FINANCIAL, INDUSTRIAL and ECONOMIC CONDITIONS 


ENGLAND 
FRANCE 
ITALY 
SPAIN 


as existing in 

BELGIUM 

NORWAY 

SWEDEN 

DENMARK 


GREECE 
ROUMANIA 
JAPAN 
CHINA 


BRAZIL 
CHILE 
ARGENTINA 
PERU 


Told by the Ambassadors, Ministers or the accredited representative of each country ~ Exclustvely for the Magazine of Wall Street. 





Greece 


The Growth of the Kingdom—Present Financial Position Good— Possibilities of Undeveloped 


Resources—Imports and Exports 


Editor’s Note.—This article was prepared for The Magazine of Wall Street from official figures supplied by the Grecian 
Government. The article is the seventh of our “New Prosperity” series, dealing with the economic, financial and industrial 


position of the countries of the world. 


HE Kingdom, of Greece was estab- 
lished in the year 1830 as a result of 
the revolution begun in 1821 by the 
Greeks against the oppression of the Otto- 
man rule; and lasting seven years. At this 
time the population was seven or eight 
hundred thousand inhabitants, and the ter- 
ritorial area comprised 48,616 square kil- 
ometers. The land ceded by the treaty of 


London consisted of about 80% mountain- 
ous regions, and it was with great diffi- 
culty that 20% of this soil was made suit- 
able for agricultural purposes. Due to 
the industrious habits of the Greek people, 
their love of country, and faith therein, as 
well as their national unity, the Kingdom 
of Greece was a success. Thus, by the 
aid of the foregoing factors, the popula- 
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tion, in 1907, amounted to 2,631,952, and 
territorial increases reached 69,196 square 
kilometers; while today, the population 
consists of 7,000,000 souls and the number 
of square kilometers has reached 202,369. 

In keeping with the increase in terri- 
tory and population, there has been a par- 
allel increase in commerce and agricul- 
ture; while the tonnage of the mercantile 
marine, calculated in a most conservative 
manner before the War at 850,000 tons, 
despite the loss of one-half this amount 
during the World War, is today computed 
to be about 600,000 tons. 


Commerce 


While for the past 20 years, exports 
and imports have not exceeded 700,000,000 
drachmas, it appears from official statis- 
tical figures, from the Ministry of Na- 
tional Economy, that imports from Janu- 
ary 1 to July 31, 1920, have increased to 
1,339,032,812 drachmas and exports to 
357,469,915, making a total of 1,696,502,- 
727, that is, during seven months imports 
exceeded exports by 971,565,897 drachmas. 

The principal countries from which 
Greece obtained her merchandise during 
this period are England, the United States, 
Italy, and France; from the first, imports 
amounting to 354,725,562; from the sec- 
ond, 330,534,570; from the third, 142,041,- 
737; and the last, 124,722,122. 

Too much stress must not be placed on 
the great difference between imports and 
exports, as this is due (1) to the unsatis- 
factory exchange rate; for instance, a 
pound sterling was quoted in England 
during 1910-1917, at 2445 up to 25.33 
drachmas, whereas the par is 25.225; while 
in America for the same period, $1.00 was 
equivalent to 5.19 to 5.54 drachmas, the 
normal exchange being 5.1825 drachmas. 
In 1920, the pound sterling was quoted at 
34.24, and the dollar at 9.55; (2) to the 
sale of various merchandise to neighbor- 
ing states; and (3) for large military or- 
ders needed by the army in Asia Minor. 

After examining, as indicated below, the 





various supply sources of the State, the 
situation has been found to be good. 


Production 


In view of the fact that parts of the soil in 
certain regions are absolutely uncultivated, 
in others only one-half is tillable, and ir 
the remaining sections about one-third of 
it is available for agricultural purposes, 
comparatively speaking, the country’s pro- 
juctive power is excellent. Tobacco from 
Macedonia yields an annual income of 
200,000,000 drachmas ; currants, 180,000,000 
irachmas; olive oil, 150,000,000 drachmas. 

The money sent into Greece by the emi- 
grants amounts to 800,000,000; while other 
resources approximately increase this 
amount by 250,000,000 drachmas. 

To the above revenues must be added 
the receipts from the Merchant Marine, 
including the commerce of the territory 
recently acquired, which are richer and 
more productive than those of old Greece. 

Hence, the money imported into 
Greece should be calculated as one 
billion five hundred eighty million 
drachmas, not including exports from 
the new regions; against an amount of 
1,608,324,000 drachmas paid for im- 
ported goods, a large part of which 
was re-exported. It is stated that Rou- 
mania alone bought commodities from 
Greece during this last year amounting 
to more than 280,000,000 drachmas. 


Public Debt 


Greece’s public debt did not increase 
proportionally with the addition of ter- 
ritory and that of population, because, 
while the territorial expansion represents 
a gain of 213%, the public debt was quad- 
rupled only from the beginning of 1912, 
when it amounted to 1,040,000,000, where- 
as today it is figured at 4,300,000,000 
drachmas. Although the nation was estab- 
lished under very unfavorable conditions, 
and the Greeks forced into various wars, 
in addition, having to protect their breth- 
ren who were suffering under Ottoman 
rule, the Greek national debt compared 
with that of other European nations, is 
found. to be smaller. A comparison is 
made in the table herewith. The revenues 
from Greece are not only more than suffi- 
cient to pay principal and interest on the 
actual debt, but permit a surplus to be 
placed in the Treasury, as is shown in re- 
gards to the loans up to 1912. 

The total receipts from the pledged reve- 
nues for the year 1920 which have yielded 
the surplus, have reached a figure of 65,- 
630,414, while those for 1919 amounted to 
50,468,063 drachmas, that is to say an in- 
crease of 15,162,351 drachmas. Deducting 
from these revenues 18% for expenses, a 
balance is shown amounting to 59,018,940 
drachmas, and as the amount fixed by law 
for the Commission Financiere Interna- 
tionale is 28,900,000 drachmas, there re- 
mains a net surplus of 30,118,940 drach- 
mas, from which stockholders are to re- 
ceive 60%, that is 18,071,364 drachmas. 
The net profit from exchange was 6,844,- 
680 of which the stockholders have a right 
to receive 60%, or 4,106,808 drachmas. 
Hence, the total surplus belonging to the 
Division of Greek Loans amounts to 22,- 
178,172. 

A sum of 10,985,086 drachmas is drawn 
irom this surplus for the payment of in- 
terest, and for amortizing the debt, of a 
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further sum of 11,089,086 drachmas with- 
out further abstraction. By adding to the 
first amount interest corresponding to the 
amortized shares, and to the second the 
balance transferred from 1919, the follow- 
ing result is obtained for the year 1920. 
Total sum for the increase of the princi- 
pal, 17,643,633 drachmas, Total amount 


tor augmenting annuities, 6,854,055 drach- 


Financial Situation Good 

That the financial situation in Greece is 
very good is shown by the fact that paper 
money issued in Greece up to the present 
time amounts to 1,804,624,755 drachmas, 
being covered by foreign credits in cur- 
rency and shares in gold amounting to 
1,282,000,000, with the result that 70% of 
the paper money issued is covered. On 
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NATIONAL DEBT OF GREECE. 


Yr. 1914 


Amount per capita in 
1914 and 1920 
852 6500 
387 4112 
424 2631 
654 3250 
872 845 


Amount in 1920 








mas. From these amounts are deducted 
the additions to the interest and amortiz- 
ing; that is, there is a remainder of in- 
terest reachfing 4,735,094 drachmas payable 
to the Greek public treasury, and 60,550 
francs from the annuities to be transferred 
for the next year’s distribution. Pledged 
revenues include collections of customs 
from the old provinces of Greece on salt, 
petroleum, matches, cigarette paper, to- 
bacco, emery, revenue stamps, as well as 
the revenues from the custom houses of 
Piraeus, Volos, Patras, Corfu, Salonique, 
and Cavalla. Statistical figures show that 
the revenues irom these customs are suffi- 
cient for the needs of the actual public 
debt, and those from the articles of mon- 
opoly leave a sufficient margin to serve 
any other expense. 


the other hand, on deposit at the National 
Bank there is 200,000,000 drachmas avail- 
able; whereas the paper money in circula- 
tion amounts barely to 1,600,000 drachmas, 
thus giving a proportion of 80%—a pro- 
portion which very few states are in a po- 
sition to show. 

Consequently, the low exchange for the 
drachma is unjustifiable, and is due (1) 
to the tendency of all European exchanges 
to decrease; (2) to speculation and to 
nervousness lately developed in Greece 
when governmenta! supervision was re- 
moved; (3) to the large orders given by 
the Government for the operation in Asia 
Minor; and lastly, to the large quantities 
of foodstuffs sent to neighboring states. 

The Greek revenue for 1920 reached 5,« 

(Continued on page 135) 
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After Reparations, What? 


How Germany Will Pay—Outlook for Foreign Exchange Rates — Great Britain’s Remarkable 


ALL STREET has been follow- 
ing with the closest interest the 
events leading up to and follow- 

ing the acceptance by the German Gov- 
ernment of the reparations terms laid 
down by the Allies. The actual accept- 
ance of these terms is without doubt 
the most important occurrence in the 
financial and commercial world since 
the signing of the. Armistice. The 
question as to how much Gerniany can 
pay has apparently been settled. The 
world is now concerned with the prob- 
lem of how the payment will be made. 
And in the proper solution of this 
problem lies to a large extent the pros- 
perity of the world for many years to 
come. 

Perhaps the most promising develop- 
ment following Germany’s acceptance 
of the terms was the rise in New York 
exchange on those countries most in- 
volved. It is almost an axiom in the 
Street that the stock market anticipates 
coming events and business conditions 
by from four to six months. The for- 
eign exchange market, however, is an 
even more exact criterion of interna- 
tional financial and commercial condi- 
tions than the stock market is of 
domestic conditions. The advance, 
therefore, in foreign exchange on Great 
Britain, France and Italy, as well as on 
Germany, is indicative of the confidence 
that international bankers have in the 
methods that will be arranged for the 
payment by Germany of 


Recovery 
By THOMAS B. PRATT 


sequent effect upon foreign exchange. 
These things cannot be accomplished 
over night, and unless they are under- 
taken with due regard for existing con- 
ditions and in accordance with recog- 
nized commercial methods, the results 
may easily be more harmful than bene- 
ficial. The methods of payment are 
of vital concern to the United States. 
Our investment -market, stock market, 
foreign trade, our government fiscal 
policy, our taxes, and our general busi- 
ness prosperity are all directly affected. 

It is well, therefore, that we under- 
stand some of the problems connected 
with this payment. How will Germany 
make these payments? 


How Germany Will Pay 


Briefly, Germany will pay in goods 
and services, for that is the only way 
that international debts can be settled. 

It is true, of course, that Germany 
has certain assets such as gold that the 
Allies might demand, but it is unlikely 
that the Allies will demand gold, as it 
would cripple Germany more than it 
would help the Allies. 

It is also true that Germany has in- 
vested abroad, or had invested prior to 
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has been said, be paid in goods or 
services. This means that Germany 
will have to produce and sell to foreign 
countries a balance over her imports 
equal to the amount of payments she 
will have to make. Other countries 
must, therefore, buy from Germany, 
and Germany must produce at a cost 
low enough to undersell in foreign mar- 
kets. This she will be able to do owing 
to labor costs in Germany. At the 
same time the purchasing power of the 
peoples of the countries receiving the 
reparation payments will be increased 
as a result of the payments that the 
German Government makes, which will 
result in lower taxes in those countries. 
The countries, also, that owe money 
to the United States will be enabled to 
make payments on this indebtedness, 
thereby fesulting gradually in de- 
creased taxes here and a consequent 
increase in buying power. 

With the payments following ordi- 
nary commercial lines, the effects 
should prove decidedly beneficial. The 
present condition of the exchanges will 
gtadually right themselves, interna- 
tional trade will commence to return to 
normal conditions, and a real effort will 
be made to settle international obliga- 
tions. 


Effect on Foreign Exchange 


The immediate problems that present 
themselves to the financial and com- 
mercial leaders of the world, however, 
call for the most careful consideration. 
And of these, the effect of the reparations 
settlement on the foreign exchange and 
investment markets are at- 








the huge sums called for 
in the reparations agree- 
ment. 

There can be no doubt 
that the settlement of the 
reparations dispute is a 
long step towards the re- 
construction of world eco- 
nomic conditions. The fact 
that for over two years 
this matter has been in an 
unsettled state has not 
only prevented the leading 
countries of the world 
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steadily. This advance has 
been marked by an extraor- 
dinary development in the 
form of propaganda by two 
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merce. Both of these offi- 





from developing any really 
constructive program; but 
it has actually caused economic dis- 
turbances that might otherwise have 
been avoided. 

On the other hand, it should not be 
taken for granted that with this matter 
settled, all of our troubles are out of 
the way. The actual payment of such 
huge sums of money by one country 
to others is in itself a problem sur- 
rounded by many dangers. It means, 
for one thing, vast changes in world 
trade, the shifting of bank balances 
among many continents, with their con- 


$9,000,000,000. Most of this is still 
intact. Nearly one billion dollars of it 
is in the hands of the Alien Property 
Custodian of the United States. Part 
of this huge investment will doubtless 
be used in one way or another by the 
German Government in the payments 
to the Allies. The wealth is of course 
owned by German citizens, and in order 
to get possession of it, Germany will 
have to devise some taxation system 
suitable for the purpose. 

The balance of the payments will, as 


THE MAGAZINE OF WALL STREET 


cials have called public at- 
tention to the improvement in exchange 
and to the value of such improvement to 
business conditions in the United States. 
These statements were undoubtedly for 
the purpose of-instilling renewed con- 
fidence in the public concerning busi- 
ness conditions; but they indicate that 
the Government at Washington appre- 
ciates the fact that the international 
situation is economic as well as politi- 
cal, which is a good omen. The Gov- 
ernment appreciates that the debt 
Europe owes the United States cannot 
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be settled except in goods and services 
and that there must be an exchange 
of goods and services on an enormous 
scale in order that this debt may be 
settled. Such an exchange cannot take 
place with the dollar at such a high 
premium as it has been during the 
past two years. The advance in ex- 
change will therefore benefit both 
American business and government 
finances. 

The accompanying table shows the 
advance that took place in exchange 
rates from April 13 to May 12 (cable 
rates used). 

With the advance in exchange, there 
was also an advance in prices of foreign 
government bonds in the New York 
market. The high grade government 
bonds that had been put out here since 
the signing of the Armistice reached 
new high levels for the year, almost 
without exception. Many of these 
issues are still selling below the original 
offering prices. The total amount of 
such loans brought out since the end 
of the war is approximately $750,000,- 
000, and with the settlement of the 
reparations dispute rumors have been 
flowing thick and fast of proposed new 
offerings, the most persistent of which 
is one concerning a large French issue. 


French Loan Likely 

Last January representatives of the 
French Government held informal dis- 
cussions with the banking group 
through whom most of the French 
financing is placed. The object of these 
discussions was to arrange a loan in 
this country for the French Govern- 
ment which would provide for maturing 
obligations. France must provide $100,- 
000,000 to meet such loans coming due 
in this country before the end of the 
year. 

The discussions in January were not 
productive. It is understood that the 
French Government was dissatisfied 
with the terms offered by the Ameri- 
can bankers, and felt that she would 
do better to wait until the reparations 
question had been settled. With this 
matter out of the way it is likely that 
negotiations will be opened again and 
a loan arranged. 

Representatives of France point out 
that she does not need to borrow 
money in this market at 8%, when she 
can obtain it at home for 6%. This 
is only partly true, however, and is 
more or less political. It is true that 
the French Government can borrow at 
home at 6%, but it is cheaper to pay 
even 8% in the United States to meet 
dollar payments here than it is to bor- 
row at 6% in France and then buy 
American gold dollars with paper 
francs. France could use to advantage 
not only $100,000,000 in American cred- 
its but would probably be glad to get 
a quarter to a half billion dollars here, 
even at the high rates prevailing in 
our investment market, provided the 
government could make a convincing 
explanation to her people. 


German Reparations Bonds 
What France would like to do would 


be to use the 5% German bonds she 
will get as a result of the reparations 
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settlement to cancel some of her obli- 
gations in this country. France will 
not be able to supply us with the 
goods and services: to settle her in- 
debtedness to us for many years to 
come, and she doubtless relies upon 
the reparations she will receive from 
Germany for this purpose. 

There has already been some talk of 
France guaranteeing the German bonds 
and offering them here. In order to 
do this, however, these bonds would 
have to be offered at a big discount, 
and even then they would not be so 
attractive as straight French bonds. It 
is possible that an effort may be made 
to use the bonds in payment for goods 
purchased in this country, in which 
case the French Government would 
have to endeavor to establish a market 
for the bonds on the New York Stock 
Exchange. It is even more likely, 
however, that the French Government 
will feel out the United States Govern- 
ment as to its attitude toward accept- 
ing the German bonds in cancellation 
of the French. indebtedness to the 
United States Treasury. This is one 
of the difficult diplomatic problems the 








FRENCH LOAN ANNOUNCED 


Since the accompanying article 
was written, J. P. Morgan & Co. 
have announced that the French 
Government has authorized issue 
in the United States of $100,000,- 

external loan 


of 7% % bonds. 

The loan is to be underwritten 
by a being formed 
by the firm. The bonds 


will be offered at 95 and interest. 
The bonds are not subject to re- 
oe eee eaten. The 
Government, however, 
pan ap ga penny A sca 
the sum of $9,000,000 in cash per 
annum in monthly instalments of 
$750,000 each month, beginning 
July 1, 1921. This sinking fund is 
to be used in the purchase of 
bonds in the market at not exceed- 
ing par and accrued interest. Any 
unexpended portion of any such 
monthly instalment remaining in 
the sinking fund at the end of any 
month is to be returned to the 
French Government. 




















Administration will have to face. In- 
timations have already emanated from 
Washington that the Government 
would not look with favor on such a 
proposal. The disposition of the Gov- 
ernment is to avoid, if possible, any 
connection in an official capacity with 
the actual collection of the amount 
Germany owes under the reparations 
agreement. Should the Government 
accept German bonds in payment of 
the French debt, the United States 
would automatically be brought into 
the matter and of necessity would be a 
partner in enforcing Germany to live 
up to the agreement during the next 
forty years. We would be involved 
during all that period in European 
politics, and the Administration has 
most emphatically declared against 
such a policy. 





There appears to be little likelihood, 
therefore, that any substantial block of 
the German bonds that will be issued 
in accordance with the reparations 
settlement will reach this market for 
some time. There are two important 
factors in the consideration of govern- 
ment debts. One is the ability of a 
country to pay its debts, and the other 
is its willingness. It is quite generally 
agreed by economists that Germany 
can pay the amounts called for in the 
agreement. We have still to find out 
how willing the people of Germany are 
to pay this debt. German labor today 
is obtaining less than labor in any 
other country, and it will not submit to 
this condition over a long period. 
Either labor in Germany must receive 
more or the purchasing power of the 
mark must be increased. If the govern- 
ment continues the policy it has been 
following, there will be no apprecia- ° 
tion in the value of the mark. If an 
honest attempt is made, however, to 
tax the people as other nations have 
done, and to reduce gradually the note 
circulation, it will be possible to stabi- 
lize the value of the mark at a some- 
what higher level than at present and 
thus increase its purchasing power. If 
that is done, and the government pays 
its debt promptly without endeavoring 
to put repeated obstacles in its own 
way, solely for the purpose of show- 
ing its resentment at the Allies, then 
there will be an opportunity for France 
to develop a market in many parts of 
the world for the bonds she receives 
from Germany. 


Market for German Bonds 

Not only will France and the other 
Allies profit through a strict adherence 
by Germany to the terms of the repara- 
tions and by a real effort on the part 
of Germany to reorganize and stabilize 
her finances. Germany, herself, will 
recover much more rapidly and will 
find a market for her own securities. 
Germany will want to borrow money 
abroad during the next few years for 


internal development. She will need 
large sums for her railways, which 
must be practically rebuilt. She 
will also require funds for rebuild- 


ing her shipping. It it quite likely 
that bonds for these purposes would 
find a ready sale in many countries 
and Germany’s creditors would not 
make it difficult for her to negotiate 
such loans if she were living up to her 
guarantees. If she were not it would 
be difficult for Germany to arrange 
such financing, despite the fact that 
Germans in other countries would be 
more than willing to support their 
country in such fashion. 

The future of German bonds, there- 
fore, lies largely in Germany’s own 
hands. She need only to convince the 
rest of the world of her intention to 
pay up as rapidly as she can and her 
securities should enjoy an active mar- 
ket. In many respects her economic 
position is more favorable than some 
of her victorious enemies. 

The recovery of France is bound up 
in the payments that Germany must 
make and the methods of such pay- 

(Continued on page 136) 








What Do Rediscount Rates Signify? 


By H. PARKER WILLIS 


HE action of several Federal Reserve 
banks in cutting rates of rediscount 
for ninety-day paper to 612% has 

been taken very soon after the sinfilar ac- 
tion on the part of the Bank of England, 
and a like policy has been pursued by some 
of the Continental institutions. These rate 
changes will probably be followed by 
others. In short, it may be said that a 
period of rate reduction at central banks 
has set in, succeeding the high rate policy 
which has been in force 
during the past year. The change of 
front may mean that the older policy has 
accomplished its purpose and 


everywhere 


there are some points regarding the nar- 
rower question of the cost of commercial 
credit that ought not to be overlooked. 


Prevalent Theory of Interest 

The prevalent theory of interest rates 
regards the reserve or central bank as a 
wholesaler of credit, while member or 
“commercial” banks may be conceived of 
as retailers. The retail dealer gets his 
“funds” at (say) 7%. He retails them 
to customers at a “profit” of (say) about 
7%, making his rate 7.49%, or roughly, 
714%. This view of the case, of course, 
ignores that what the retailer borrows is 
not “funds” but a reserve credit which 


only in a negligible way, since it would 
have to be raised several per cent to 
produce any noticeable change in interest 
rates among actual loans to customers. 


“Marginal” Transactions 


The fact in the case, of course, is that 
the analogy of wholesaler and retailer is 
thoroughly false as a reflection of the 
relation between reserve bank and com- 
mercial bank. No bank gets its entire 
loanable funds by rediscounting; many do 
not rediscount at all. The present normal 
condition is perhaps that the average bank 
carries a moderate rediscount line which 
is far less than its eligible loans and dis- 

counts. Accordingly, some have 





may now be reversed, or it 
may imply a loss of faith in the 
power of the central bank rate 
to control market rates, or it 
may be simply the outcome of 
political and economic demand. 


Views of Financial Public 


There can be no doubt how 
the public, and especially that 
part of it which is ealled 
“financial,” views the situation. 
It believes for the most part 
that lower central bank rates 
mean lower commercial rates 
or, in other words, “easier 
money,” and that higher cen- 
tral bank rates imply the re- 
verse. Ever since contraction 
of prices and business set in 
some months ago, there has 
been a steady demand for a 
more liberal policy. This has 
come from the farming element, 
from “Wall Street,” from bus- 
iness organizations of unques- 
tioned standing—indeed, from 
all who have felt the pinch of 
lessened credit or of falling 
prices. It has implied the 
belief that central bank rates 
were the index, if not the gov- 
ernor, of market rates, and the 
latter in an important sense of 
prices. Belief in so positive a 
form bespeaks consideration for 
itself; it is, moreover, the out- 





argued that while the average 
bank pays interest (rediscount 
rates) on only a part of its 
operations, these “marginal 
transactions” determine the 
cost of the whole to the cus- 
tomer just as a manufacturer 
who finds he can get his ma- 
terials at a rising cost estab- 
lishes a uniform charge for the 
goods which, if possible, is 
based on the “cost of replace- 
ment”—the amount he must 
spend to get additional ma- 
terial at the rising price. The 
trouble with this theory is that 
it does not correspond to facts. 
Many a bank has carried its 
customers through the recent 
and current high-rate period 
without raising interest charges 
at all. New customers have 
probably been obliged to pay a 
rate based on the rediscount 
figure, although even they have 
not always been so dealt with, 
especially where the lending 
bank was not obliged to re- 
plenish its reserves by redis- 
counting such customer’s paper. 


Rates and Credit Policy 


Rates cannot well be studied 
to advantage without also 
studying the general problem 
of credit policy. Evidently, if 
rates were raised or lowered 
without any reference to credit 
policy, they would be a minor 
influence. If the reserve bank 








come of long years of undoubt- 
ing adherence to the view that 
credit was controlled and regulated in the 
way described. It is, therefore, with hesi- 
tation that the subject of discount rates 
in their relation to market rates should 
be approached. The general question of 
-their relation to current price levels is too 
large for consideration in this article, but 


will sustain several times its own amount 
of “loans” at a commercial bank. Per- 
ception of this fact has led some hasty 
thinkers among “economists” to suggest 
that under a central banking system an 
advance in the rate of rediscount would 
not affect the commercial rate at all or 


refused to rediscount it would 
make no difference what rate was theo- 
retically in effect. In prewar times, under 
British practice, the “rate” was the cost 
of getting a supply of funds which was 
limited only by the amount of available 
“eligible” paper that could be presented. 
During the war the rates then fixed im- 
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plied a readiness to lend up to any amount 
on the kind of paper—chiefly government- 
obligations-collateraled notes—which con- 
stituted the staple of bank operations at 
that time. Since the war there has been 
an attempt to reduce or “ration” credit, 
especially those forms of it that were un- 
certain-of maturity or of self-liquidation 
and which hence constituted a source of 
danger in respect to inflation. The real 
question today in so far as the commercial 
rate for money is concerned is whether 
there has been a relaxation of credit 
policy—a change in the attitude adopted 
with respect to rediscounting. Have we 
reached the point either in this country or 
in Great Britain—or on the Continent—at 
which we are willing to pursue a new plan 
regarding the volume of credit or to re- 
vert to the older one which permitted in- 
flation to proceed? It is doubtless true 
that the rate itself now has only a minor 
influence upon current market rates ex- 
cept when it is considered as part of a 
broad general policy. 


What Reserve System Has Done 


Has the reserve system, as charged, 
made money. “tight” during the past eigh- 
teen months or so, and if so, how has this 
result been accomplished? We may 
answer this question by noting just what 
the Reserve System has done. During the 


past year it has reduced its earnings as- 
sets’ by about $800,000,000, or roughly 
speaking, by 30 per cent of their amount 
on May 1, 1920. During the same period 
it has cut its notes by $250,000,000, or 
about 8% of their former amount. - Its 
gold has increased $425,000,000, or 20%. 


The working of its discount rate and dis- 
count policy taken together has been to in- 
duce liquidation—that is to say, interior 
banks have preferred or found it better 
to cut their rediscount obligations rather 
than to keep them up and to use the 
funds held in consequence either in stock 
market loans or advances on _ ineligible 
paper. In former times superabundant 
bank credit or national bank notes would 
probably have been redeposited in city 
banks and might have operated to keep 
call rates at a good deal lower figure than 
has actually prevailed during the bulk of 
the time for a year past. In this sense 
the reserve system has doubtless tended to 
keep money “tight”—by preventing con- 
gestion of bank credit representing long 
term obligations, and so by reducing in- 
flation. 


Interest the Result of Demand and Sup- 
ply of Capital 


Neither the reserve system nor any 
banking mechanism, however, can manu- 
facture capital. Interest is the payment 
for the use of capital and its amount or 
“rate” depends on the relationship between 
demand and supply. There is a very 
strong demand for loanable funds at pres- 
ent from two unusual sources. European 
industry needs large additional sums and 
is willing to pay for them if it can find 
acceptance of the security it has to offer. 
The settlement of the reparations contro- 
versy (technically at least) opens the way 
to large financial operations here and they 
will be of such a nature, no doubt, as to 
permit and warrant a high return to the 
investor. 

On the other hand, there is a very large 
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and persistent demand for available capi- 
tal to be used in resuming and continuing 
the deveiopment of our domestic enter- 
prises which has been suspended or 
checked first during the war and then dur- 
ing the period of lessened activity which 
has followed the war. It is only neces- 
sary to cast the eye over the financial 
advertising columns to realize the extent 
of this great demand. 

Even if it were not true that 
our market would be called upon 
to absorb foreign obligations, it would re- 
main the fact that domestic requirements 
for railways, public utilities, new building 
construction, and other requirements of 
a similar kind, would make heavy drafts 
upon our resources for a great while to 
come. In the strictly commercial bank- 
ing field the need for bank funds with 
which to “carry” the large surplus crops 
left over from last year and to provide for 
current necessities imposes upon our bank- 
ing institutions an unaccustomed strain 
and makes it certain that there will be a 
long lapse of time before they can re- 
gard themselves as having reached a nor- 
mal_ position. 

It is thus true that the demand 
for capital is practically unlimited at 
the present moment and that in a similar 
way the demand for current banking ac- 
commodation may be regarded as, if not 
unlimited, at least, unusually great. With- 
out using over-strong terms concerning a 
situation which cannot be accurately 
measured, it is fair to say that the demand 
for “money” in almost every branch of the 
market — short term, intermediate, long 
term, investment, banking advances and 
the like—is remarkably keen. If there is a 
field in which the demand is less active 
than elsewhere it is probably that of stock 
market speculation, but even there when 
“money” appears at less than a rate which 
would ordinarily be deemed high it is very 
promptly absorbed. On the other hand, 
the supply of capital and of current bank- 
ing funds has not increased in proportion 
to demand. It still remains true that large 
quantities of our banking finds are 
“frozen”"—carried in a form which 
makes it difficult or impossible to liquidate 
them at an early date. The widespread 
unemployment has tended toward the re- 
duction of savings while the falling off in 
dividend disbursements has reduced the 
available income of others who are habit- 
ual lenders. 

Altogether the balance is _ strongly 
on the side of demand in _ the 
demand and supply equation. The popular 
supposition that as business declined 
“funds” or “money” was “released” from 
employment and soon became available for 
stock market operations, thereby tending 
to reduce’ the rate in the market, is er- 
roneous. There was a modicum of truth 
in it so long as our currency was inelastic 
and so long as reserves could be built up 
by the redeposit of spare resources with 
city banks which promptly lent them to 
investors or speculators. None of these 
conditions now exists, but the only motive 
for the placing of funds in the stock mar- 
ket—apart from the mere desire to take 
care of a bank customer—is the wish to 
earn an income. Under present rates of 
discount about as much can be made by 
placing bank funds in acceptances eligible 
for rediscount with reserve banks as can 


be obtained in the stock market. Indeed, 
within recent months there has been a gen- 
eral correspondence between the rate on 
acceptances and the rate to be obtained by 
lending in the stock market. That there 
should be a general correspondence be- 
tween these rates and the actual yield on 
thoroughly good investment securities is a 
natural outgrowth of the situation. It is 
a fact not without interest that the recent 
reductions of rates at the Federal Reserve 
Banks have not produced any correspond- 
ing reductions in call rates, the latter con- 
tinuing at about the same figure as before. 


Prospect for Money Rates 


These factors strongly suggest what has 
already been noted by British banks, that 
with conditions as they are today the old 
power of the central reserve bank discount 
rates over current market rates has de- 
clined. It was always possible to over- 
estimate the significance of the central 
reserve bank rate since, as already pointed 
out, it was primarily of significance as in- 
dicating a change in banking policy and 
would never have had much effect save in 
so far as it was paralleled and rendered 
influential by a corresponding credit 
policy. The former situation in which, tn- 
der British. banking practice, changes «in 
the central rate brought about movements 
of gold into or out of a country is, of 
course, wholly obsolete in so far as exist- 
ing conditions are concerned, whether in 
Europe or in the United States. At 
best a change in our reserve bank rate, 
therefore, is influential chiefly as an 
indication or index of existing credit 
policy, while such credit policy itself 
can at most only lead the market; it 
cannot create or modify the supply of 
capital and it can create banking ac- 
commodation only in proportion as 
liquid paper is presented for discount— 
unless, indeed, a plan of conscious infla- 
tion is to be followed, which today 
should be out of the question. 

From what has been said, it must be con- 
cluded that those who look to changes in 
the reserve bank rate in and of itself as 
producing a corresponding change in the 
market rate for money and so as altering 
the element of cost of capital in business, 
are reckoning without their host. The 
problem of the “cost of money” is today a 
much deeper and more serious issue than 
any that can be inferred from or made to 
depend upon rates of interest at reserve 
banks. 





NEW DISEASE IN TOBACCO BEDS 


A new and alarming wilt disease of to- 
bacco plants was discovered recently in 
the seed beds of the shade Cuban wrapper 
tobacco district of northern Florida, and 
has spread into Georgia. The disease is 
so serious that expert plant pathologists 
of the United States Department of Agri- 
culture who were summoned by telegraph, 
have advised extreme measures, even to 
the destruction of some seed beds and the 
abandonment of tobacco culture on some 
plats for the year; and have issued a 
warning to planters engaged in similar 
tobacco culture throughout the Southern 
States and in Wisconsin, Pennsylvania, 
and New England to guard against the 
introduction of the disease into their 
fields. —U. S. Dept. of Agriculture. 
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The Way Out 


What Business Can and Must Do to Extricate Itself from Its Present Involved Situation—Example 
of the Silk Merchants—Practical Problems of the Business Man 


Editor’s Note—Mois H. Avram is President of Avram & Co., Industrial 
From his constant study of the cycle <> < 
passing, Mr. Avram has formulated some very 
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These he submits frankly 


im the accompanying article, written especially for The Magazine ms Wail Street. 


N normal times, the three phases of the 
business cycle—which is to say the pur- 
chase, or production, of raw materials; 

the. manufacture of those materials into 
the finished product; and, finally, the sale 
of the finished product—bore a fixed rela- 
tionship, one with another. The cost of 
production was, to a great extent, a stable 
cost; wages and “overhead” in the factory 
were, as a rule, fairly constant; and the 
business man who had the problem of mar- 
keting his product before him could esti- 
mate, very closely, just how large a sum 
the process would require. Thus, a de- 
gree of equilibrium existed in the business 
cycle; and nothing more than a fairly 
close knowledge of the costs involved in 
each phase was needed for a business man 
to operate his particular cycle at a profit. 

The disorganization of our economic 
machinery which has taken place since the 
war, however, has, to a very great extent, 
thrown these various branches, or phases, 
of business out of balance. This disorgan- 
ization may have resulted indirectly from 
numberless minor causes; but, in the final 
analysis, the outstanding cause has been 
over-extension or over-expansion. 

In the case of the silk industry, disor- 
ganization resulted from the confident buy- 
ing by American silk merchants of huge 
foreign sources of supply with one aim 
in view: to meet a war-time prosperity’s 
demand for silk shirts, silk hose, silk hats; 
and in accord with the hasty assumption 
that this war-time prosperity would con- 
tinue indefinitely. 

In the machinery line, concerns which 
had been content with 10,000 square feet 
of floor space before the war, were found, 
when the war was over, with, often, ten 
times as much at their disposal. 

In shipping, mining, motor-car making, 
etc., etc., the condition now existing is one 
of tremendously increased capacity as com- 
pared with that of before the war. 

To this great expansion, it should per- 
haps, be said, the banker—whether con- 
sciously or not—contributed very largely. 
Normalcy had left him convinced of the 
finality of an “excess of current assets over 
current liabilities” as a standard by which 
to judge the integrity of a business; and 
when, in recent years, large accumulations 
of warehouse stocks, and resultingly large 
“book” profits, showed such an excess, he 
was led to pass favorably upon the credit 
applications of the firms’ involved. 

To the banker, as well as to most of the 
rest of us, the lurking danger of “inven- 
tory” was not soon enough appreciated. 


The Crash 


When the public began, early last Fall, 
to curtail its buying; or, rather, when the 
refusal to buy high-priced goods became 
the nation-wide rule it did become—then it 
was that the final blow was delivered 
against the business cycle of normal times. 
Inventories, somewhere cut to less than 
half their cost value; markets contracted 
to similarly small fractions of their orig- 
inal size; similar upsets in other phases 
of business left the average business man 
totally at loss how to proceed. 

It was as though—if the simile may be 
pardoned—a merchant who had, for many 
years, dealt exclusively in some exceed- 
ingly stable commodity, had been suddenly 
transplanted to the floor of the Stock Ex- 
change and been required to transact se- 
curity orders on a large scale. 

The business men found themselves torn 
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out of their contented and exceedingly 
simple market and thrust into a seething 
trading place where only buyers were wel- 
come; and where profits seemed to be un- 
known. 

It is this situation in which, broadly 
speaking, American business finds itself 
today. To extricate itself, business has 
two moves which it must make: First, 
it must consent to take the losses which 
the general price readjustment has 
fastened upon inventories, plant capaci- 
ty, and the like, purchased before the 
reaction occurred; and, secondly, it 


must carefully analyze the new mar- 
keting conditions, the new relationship 
between manufacturing costs, the new 
wage scales and material prices which 
are now in effect. 

Taking Losses 

The Statement that business must con- 
sent to take its losses is made in the firm 
conviction that the sale of our surplus 
goods, at almost any sacrifice, is the essen- 
tial keystone upon which any new era of 
prosperity must be based. 

The silk industry is very much a case in 
point. When the silk market became de- 
moralized last Winter, with silk prices 
cracking wide open and an “insatiable pub- 
lic demand” metamorphosized into no de- 
mand at all, the merchants, with remark- 
able unanimity, determined to meet the 
development with the same ruthlessness 
which characterized the development it- 
self. They frankly explained their affairs 
to the banks; they admitted that retrench- 
ment was inevitable if they were to pros- 
per again; above all, they agreed to mar- 
ket their apparently unsalable surplus no 
matter if it carried them within reach of 
the very auction block. 

What was the result? In a few, speedy 
months, public demand was aroused anew 
by the sight of “super-bargain” prices— 
silk goods began to move once more from 
storekeepers’ shelves to people’s homes; 
and, today, the industry may be said to 
have been re-established on a sound and 
profitable basis. 

Had all other industries acted likewise 
in those gloomy days of last Winter, it is 
not to be said that each and every one of 
them would have been re-established so 
quickly and so completely. But it is to 
be said that the surpluses which still hang 
over the market in not a few lines—the 
inventories which are still to be worked 
off—all of these would have been reduced 
to a degree which would permit of new 
manufacturing on a much -larger scale 
than is now possible. 

Aside from the advantages to any single 
industry which taking losses—the sacrifice 
of goods, if you will—might have con- 
tributed and MIGHT STILL CON- 
TRIBUTE—there is the easing of the 
banking position to consider. “Frozen 
credits” is a term which has been worked 
to death in recent months; too bad that 
the constant repetition of this expression 
has not convinced business men, as it 
should have done, of the obstacle to any 
trade revival which a non-liquid banking 
position presents. 


Analyzing Present Conditions 


We now come to the second obligation 
which circumstances impose upon the busi- 
(Continued on page 147) 
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Cash Grain 


How It Is Handled on Chicago Board of Trade—Importance of Cash Grain Business as Compared 
with Futures Trading—Services of the Commission Merchant 


C’ ALES on the Chicago Board of Trade 
S may be divided into two main classes: 


“cash” or “spot” transactions, and 
iles for future delivery. The difference 
etween these two types of transactions 
sists merely in the time when the title 

of the property changes. The “cash” or 
“spot” transaction is a “sale” as soon as 
completed, while the “future” contract is 
defined as a “contract to buy, or a con- 
tract to sell at some definitely prescribed 
future time.” It is common for the 
press and the public to attach undue 
prominence to the buying and selling 
for future delivery, and to overlook the 
fact that the original and basic object 
of the exchange was to furnish a con- 
venient meeting place for the buying 
and selling of “cash” grain and pro- 
visions, and that to-day an enormous 
volume of such business is transacted 
upon the “cash” tables which line the 
floor of the Board of Trade. 


The Board of Trade is not unlike, in 
substance, an ordinary auction where the 
price that the article brings is determined 
by the demand of the bidders for the 
article being sold. But here the similar- 
ity stops, for commodities are dealt in 
upon the exchange floor which have a 
world market, whereas in the auction 
oom the price obtained may be deter- 
mined by the individual fancy or cupidity 
f the buyers. The Chicago Board of 
Trade is nothing more nor less than a 
zreat central market for the buying and 
elling of grain and produce.. It is simply 
a meeting place for buyers and sellers, an 
institution maintained by nearly eighteen 
hundred brokers for the single advantage 
that thereby time and labor may be saved 
in the execution of orders to buy or sell 
grain or provisions. 

It is mot contended that it would not 
be possible to market grain if every ex- 
change in the country were closed, any 
more than it would follow that the world 
would be in darkness if lighting by elec- 
tricity had mever been discovered, or 
that business could not be transacted with- 
out the telephone, the telegraph or the 
typewriter. Even without the Board of 
Trade a broker could sell a consignment 
of grain or provisions by traveling the 
length of South Water Street, Chicago, 
for example, or by communicating with 
several hundred -millers or grain dealers 
throughout the country. But modern 
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business, and particularly the business of 
marketing the grain and provisions of the 
country, has grown to too great propor- 
tions to permit of such an unwieldly and 
costly a system. 

Divisions of the Grain Business 

As regards the cash market afforded 
by the Board of Trade, it is not generally 
realized that the same contest of intelli- 
gence between buyer and seller takes 
place, the one striving for the lowest pos- 
sible price and the other for the highest, 
as in the buying and selling of all other 
commodities. The methods and contracts 
used in this department-‘will be made 
clearer if an examination is first made of 
the different divisions of the grain busi- 
ness with the purpose of analyzing the 
functions performed by each in the mar- 
keting of the crop. 

The first division of grain marketing 
concerns consists of those whose opera- 
tions center in the country, with close 
affiliations in the primary markets. It is 
their function to secure control of the 
grain in the country, supervise its trans- 
portation to the primary market, and dis- 
pose of it there. There are three kinds 
of concerns which secure control of the 
grain from the farmer at country points, 
viz., the Line Elevator Company, the 
Farmers’ Elevator Company, and the in- 
dependent dealers. The methods by which 
these concerns carry on operations vary 
somewhat, but the business of all three 
is similar, in that it consists in the pur- 
chase of grain from the farmer, the stor- 
age of the grain in the country elevator, 
and shipment to the primary market. 

The Line Elevator Company has its head- 
quarters in the primary market and oper- 
ates a large number of country elevators 
along some line or lines of railroad— 
hence the name “line elevator.” At each 
of these country elevators grain is pur- 
chased from the farmers, and cash paid 
for it. The grain is then taken into the 
elevator and held there temporarily. As 
it accumulates it is loaded into cars and 
shipped to the primary market. 

In figuring the country price, the ele- 
vator company deducts the cost of freight 
plus 3 cents for wheat, and freight plus 
1% to 2% cents for coarse grain, such as 
corn and oats. These figures may vary 
somewhat, but are sufficiently accurate 
for most purposes. The difference in the 
margin which the company allows itself 
on different grains is due to the degree 
of risk assumed. For example, the chance 
of loss in handling wheat, through fluctu- 
ations in price, is greater than that of 
corn or oats, hence a greater margin per 
bushel is allowed. 

The Line Elevator Company sends out by 
mail daily to its country elevators lists 
of prices to be paid for all grades of 


wheat, corn, oats and other grains. If 
there are sudden fluctuations in the mar- 
ket, say of three or four cents a bushel, 
the line company wires price changes to 
conform with the new primary market 
prices. In either case the price given to 
the country houses holds good until the 
agents are notified of changes. The 
methods used by the Line Elevator Com- 
panies in fixing country prices are prac- 
tically identical with those of its competi- 
tors in the country, so in dealing with the 
latter these explanations need not be re- 
peated. In every case, the method pur- 
sued is to pay such a price in the country 
that, after adding freight and other costs, 
the grain may be sold in the primary mar- 
ket with a fair profit. The disposition of 
the grain when it reaches the primary 
market will be explained later. 


Competitors of the Line Elevator 


The competitors of the Line Elevator in 
the country are, as already mentioned, the 
Farmers’ Elevator Company and the inde- 
pendent dealer. The Farmers’ Elevator 
Company is an association of farmers 
which owns and operates a country ele- 
vator. Its business consists in purchas- 
ing grain from the farmers, storing it, 
and shipping it to the primary markets, 
just as in the case of the line elevator 
company. The disposition of the grain 
in the primary market differs somewhat, 
as the line company handles this itself, 
while the farmers’ elevator company em- 
ploys a commission man, 

The apparent advantage of the farmers’ 
elevator company over the line elevator 
company consists in its ability to get con- 
trol of the grain in the country. Natur- 
ally, the farmers who hold stock in the 
company will sell their grain to it in pref- 
erence to the line company, inasmuch as 
the profits of the concern depend upon 
the amount of grain handled, and they, 
as stockholders, are participants in the 
profits. 

The independent dealers are individuals 
who own single elevators at some country 
points. Their business is identical in na- 
ture with that of the farmers’ elevator, 
Where there are line elevators and on 
independent dealer at the same point the 
farmers seem inclined to favor the latter, 
as he is regarded as a competitive force 
in sustaining prices. The independent 
dealer, like the farmers’ elevator com- 
pany, disposes of his grain in the primary 
market through the service of a commis~ 
sion man. 

These three concerns, then, the line ele- 
vator company, the farmers’ elevator com- 
pany, and the independent dealer constitute 
the country end of the grain business, 
It is their function to secure the grain 
from the producer and start it upon its 
journey to the ultimate consumer. The 
second stage in that journey is the con- 
centration of the grain in the primary 
markets, 
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Disposing of Grain Shipments 


After the grain has been shipped from 
the country elevator it must be disposed 
of in the primary market. The line ele- 
vator does this by selling grain on the 
floor of the Board of Trade, Chicago, or 
the exchange located at the particular pri- 
mary market to which the grain is 
shipped. The farmers’ elevator and the 


whole world is in one way or another in- 
formed as to the bids for all kinds and 
qualities of grain. 

Benefits of the “To-Arrive” Market 

It is the general consensus of opinion 
among Board of Trade members that the 
to-arrive market has been of the greatest 
benefit not only to all members, but to the 
producer as well. In former times it was 
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THE WHEAT PIT IN ACTION 


The Chicago Board of Trade is Nothing More or Less Than a Great Central Market 
for Buying and Selling Grain and Produce. 


independent dealer sell on the exchanges 
through a commission man. In both 
cases the grain is sold to the big terminal 
elevator companies, millers, manufactur- 
ers, feed dealers, mixers, and so on. The 
methods used by the line companies and 
those of the commission men in selling 
to the terminal elevator company are very 
similar and may be treated.as one. 
There are various contracts which can 
be used in disposing of the grain to the 
terminal elevator company. One of these 
is the “to arrive” contract, by which the 
country elevator concern is required to 
deliver the grain within a specified time; 
sometimes within five days after date of 
sale sometimes not for several months 
after. The inauguration of this system 
provided a definite market where grain 
of all grades may be sold “to arrive” just 
as there is a definite market where prices 
are recorded for the delivery of grain 
during the future months or the cash 
grain for immediate delivery. In other 
words, it is nothing more or less than a 
market for the various grades of grain 
other: than the contract grains, and also 
including the latter. Those desiring to 
bid for any quantity of grain to arrive 
record their offers with the clerk located 
at the to-arrive desk situated between the 
grain pits and sample grain tables on the 
floor of the Chicago Board of Trade, 
which bids are then immediately recorded 
on the to-arrive blackboard. These bids 
are disseminated throughout the country 
with the same freedom that the future 
markets are quoted. By this method the 


impossible, for instance, to secure a defin- 
ite quotation on, say, No. 2 red wheat for 
ten days shipment, but under the prevail- 


ing to-arrive market anyone in tele- 
graphic communication with the Chicago 
Board of Trade anywhere may secure a 


definite and official price on No. 2 red 
wheat for ten, twenty, thirty or sixty 
days shipment. Through the medium of 
this market any member of the Board of 
Trade who desires may make a bid for as 
large quantities of grain as he sees fit. 
It sometimes happens that a bid for a 
particular amount of grain is recorded on 
the blackboard and is left there for an 
hour or so, thus giving an opportunity for 
its acceptance, but after some time has 
elapsed is rubbed off the board by reason 
of the buyer’s having secured his needs. 


The second method of selling grain in 
the primary market, commonly used by 
the country concerns, is the “on track” 
sale, which means grain in cars in the 
railroad yards of the primary markets. 
In the case of Chicago, these cars have 
been consigned by country shippers to 
Board of Trade houses to be sold on 
commission, and this in effect constitutes 
the cash grain department of the Board 
of Trade. The magnitude and importance 
of this department will be better under- 
stood when it is stated that approximate- 
ly a quarter of a billion cars of cash 
grain have been handled on the floor of 
the exchange in a single year. 


Grading the Samples 


The sales of cash grain on the Board 
of Trade are carried on through the 
medium of samples which are displayed 
on half a hundred tables on the floor of 
the exchange. The samples thus displayed 
come from cars which arrive daily in the 
railroad yards and are brought over from 
the Illinois State Grain Inspection De- 
partment each morning before the opening 
of the Board. In order to secure these 
samples the State inspectors go at a very 
early hour every morning to the railroad 
yards, ten or fifteen miles out in the coun- 
try, where some three or four hundred 
ca. of grain are located. Samples are 
sec: ~d from each car and taken to the 
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TRADING IN ONE OF THE GRAIN PITS 


A Rather Unusual Photograph Taken During the Session of Trade and Illustrating 
Almost Every Character of the Traders’ Sign Manual. 
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Foreign Issues Joi Upswing 


Prospect of Better Things in Europe Arouses Interest in This Group—Telephone Bonds in Good 


N May of 1920 the average prices of 

representative bond issues touched a 

new low record level for a generation. 
During that same month commodities 
were selling at practically their high point 
and interest rates were not far from their 
top. Since that time there has been a 
marked change in the situation. Com- 
modity prices have tumbled down precipi- 
tately and have lost much of the gain of 
the past few years. Money rates have 
shown a tendency to decline, although 
there is still room for much improvement 
in this direction. And, as a natural se- 
quence, there has come about a pronounced 
improvement in the bond market which 
has carried the price level of many issues 
ten or even twelve points above the low 
point touched twelve months ago. 

The bond market began last September 
to discount this improvement in the general 
outlook but the advance was halted at that 
time by year-end selling to establish losses 
under the income tax; and by liquidation 
necessitated by the losses sustained in busi- 
ness operations by many investors. In the 
last month of the year the bond market 
again gained strength and under the in- 
fluence of a heavy volume of trading re- 
sumed its upward movement. This latter 
rise was in turn halted in the early part 
of this year due to unusually heavy amount 
of financing accomplished during January 
and February. 

We have repeatedly directed attention 
in these columns to these price movements 
and have pointed out continually that no 
sustained rise in the general bond market 
could be confidently expected until there 
were signs of a definite improvement in 
the money market. Developments of 
the past few weeks, however, have been 
of such a nature that we now feel justi- 
fied in predicting that a real upward 
movement is under way in the bond 
market which should last during the 
course of the next few months and 
which might well carry over into the 
next two or three years. To substan- 
tiate this belief, we have only to point to 
the recent action of the Federal Reserve 
Banks of this country in reducing their re- 
discount rates on commercial paper and to 
the world-wide reduction in interest rates 
that has just lately taken place. 

Beginning with the lowering of the com- 
mercial paper rediscount rates from 7 to 
6% by the Boston Federal Reserve Bank 
in the middle of April there has been a 


Position—The General Market 


By H. I. PERRINE 


general relaxation of credit all over the 
world. The Bank of England soon after- 
ward reduced its rate from 7 to 644% and 
other countries followed suit. Practically 
all the Federal Reserve Banks have now 
made substantial reductions in their rates 
and with continued ease in the credit situa- 
tion further progress in this direction may 
be expected. In fact it is not too much 
to expect that the time is close at hand 
when the discount rate on all paper in 
most of the Federal Reserve districts will 
be lowered to 5%. Statements of most of 
these banks show a remarkable improve- 
ment in their reserve position and indicate 
that the general money situation is now 
more favorablé than it has been for a great 
many months. 

The effect of this improved credit situa- 
tion on the prices of securities bearing a 
fixed return can very readily be appre- 
ciated by investors. The bond market 
feeds on low interest rates and is bound 
to thrive under such conditions. The bet- 
ter feeling existing toward securities has 
been reflected in the greatly increased 
volume of sales in recent market sessions. 
The market has broadened out to a re- 
markable extent, the total sales not only 
having assumed large proportions, but the 
number of issues included in the turnover 
having gradually increased as well. Prices 
have registered sharp advances and a bet- 
ter demand for securities has sprung up 
than at any time since the early part of 
this vear. While prices of many issues 
are still at ridiculously low levels it seems 
quite evident the bargains now obtainable 
will not be with us much longer and, con- 
sequently, it behooves the investor to make 
his selections now while the opportunity 
is here so that he may derive full benefit 
from the present low level. 


Foreign Issues Strong 


Among securities which have reflected 
the market, strength more than any others 
have been ‘a number of the foreign issues. 
These have benefited nct only from easier 
money conditions but also from the pros- 
pect of an early adjustment of European 
affairs. Practically all of the foreign 
government issues recently placed in this 
market have registered new tops for the 
year and demand for them still continues 
in spite of the advance they have had. It 
is the 8% coupon carried by these bonds 
that no doubt has been attracting many 
investors and it seems very likely that buy- 
ing of these issues will continue on a 
heavy scale until their prices have been 
lifted to a point where the yields are com- 
parable to that on other securities of no 


better rating: The Be.cium 6s have been 
favored somewhat in the trading, the at- 
traction here probably being the speculative 
feature attached to the bonds through the 
rise in exchange. 

There has also been an unusually large 
turnover in the two MEXICAN GOVERNMENT 
issues listed on the exchange and the rise 
in these bonds has been nothing short of 
remarkable. Both of these issues defaulted 
in their interest payments in 1914 and there 
is now an accumulation of 28% on the 4s 
and 3334% on the 5s. In view of this ac- 
cumulation and of the fact that there are 
good prospects that this country may 
recognize the present Mexican Govern- 
ment, it would not be surprising if the 
rise went considerably further. The bonds, 
however, under present conditions cannot 
be classed as other than a speculation. 


Better Demand for Rails 


All classes of railroad bonds have been 
in good demand recently and many of 
these issues have scored substantial ad- 
vances. Practically all of the low-priced 
high yielding issues are now selling at close 
to their high of the year and their price 
trend has been distinctly upward. Such 
securities as the two Sr. Louis SouTH- 
WESTERN bond issues, the Cuicaco GREAT 
WESTERN 4s, the ’Frisco prior lien bonds, 
the Rock IsLanp REFUNDING 4s, and the 
Missourt Paciric Secured 4s have ad- 
vanced, on the average, some 4 or 5 points 
above the low figures of this year. The 
yields obtainable on these bonds are still 
sufficiently attractive, however, to justify 
higher selling levels and there is every 
reason to expect that they will continue 
in good demand. 

Railroad bonds at present are under the 
influence of two very favorable develop- 
ments. In the first place, the railroad 
situation shows definite signs of improve- 
ment and there is every indication that a 
better era is ahead for the roads of this 
country. Railroad earnings seem certain 
to record substantial gains and this will 
mean additional equities for their bond 
issues. In the second place, the general 
bond market is in much better shape and 
the railroad section of the list should feel 
the effect of this improvement. Under 
these two influences railroad bonds as a 
class should make a much better showing 
than the general run of investment 
securities. 


Tractions Firm 
With one or two exceptions, there have 


been no developments of interest among 
traction bonds. The Hupson & MAnnatT- 





TAN issues still continue active and deal- 
ings in them have accounted for a large 
part of the total transactions in utility 
issues. The Unitep Rartroaps. or SAN 
Francisco 4s have been another active 
utility bond and recently touched a new 
high for the year. These bonds under the 


reorganization plan will be exchanged for 
the new securities of the MARKET STREET 
Rartway Co. and the basis of exchange is 
such that the present price of the bonds 


tax of four mills. The bonds were brought 
out in October of last year at a price of 
€5 and are now selling at a substantial 
premium above par. They are a direct 
obligation of the company and are secured 
by a first mortgage on its entire physical 
property in Pennsylvania with the excep- 
tion of a very small portion. They are 
surrounded with a very attractive sinking 
fund which provides for the payment into 
a fund of $410,000 per year in semi-annual 








American Tel. & Tel. Conv. 6s, 1925 
American Tel, & Tel. Conv, 4%s, 1933 
Bell Telephone of Penna, 7s, 1945 
New York Telephone 4%s, 1939 
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Southwestern Bell Tel. 7s, 1925 
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still seems low. (They are reviewed in 
detail elsewhere in this issue of THE 
MAGAZINE OF WALL StrEET.—Ed.) 

Among industrial issues the GoopyEaR 
Tre & Russer first mortgage 8s, due 1941, 
have stood out. These bonds were brought 
out only a short time ago at a price of 99, 
but since then trading in them has been 
very heavy and the price has advanced well 
above par. The activity and strength in 
the bonds may he aitributed largely to the 
speculation that is attached to them due 
to the sinking fund provision. This sink- 
ing fund provides that, commencing No- 
vember 1, 1921, $750,000 of the bonds are 
to be called and retired each interest date 
at 120 and interest by drawing by lot. 
This feature naturally appeals to the in- 
vestor who is speculatively inclined and 
no doubt accounts for a good part of the 
heavy buying of the issue. 


Telephone Bonds 


Ever since the AMERICAN TELEPHONE & 
TeLecRAPH CoMPANy in the latter part of 
March increased the yearly dividend rate 
on its stock from 8% to 9%, attention of 
investors has been directed to the invest- 
ment possibilities of the telephone securi- 
ties. For the first few days following the 
announcement, trading was confined largely 
to the bond issues of the American Tele- 
phone Company itself with the result that 
many of these bonds scored advances of 
from 1 to 5 points. The rise in the con- 
vertible issues was especially prominent, 
the 6s due in 1925 and the 4%s due in 1933 
being in greatest demand. In recent market 
sessions, however, trading has centered in 
the bonds of the subsidiary companies 
which are controlled by the American Tele- 
phone through ownership of stock. Of 
the older issues the New York TELEPHONE 
4%s have given a good account of them- 
selves. Of the newer issues the NortH- 
WESTERN BELL TELEPHONE 7s; the SouUTH- 
WESTERN BELL TELEPHONE 7s and the BELL 
TELEPHONE OF PENNSYLVANIA 7s, have 
been in great demand at rising prices. 

All three of these issues are compara- 
tively new, having been brought out dur- 
ing the course of the past few months. Of 
them the Bell Telephone of Pennsylvania 
has scored the greatest advance, much of 
the strength being due, no doubt, to buy- 
ing by Pennsylvania investors who have 
taken advantage of the fact that the bonds 
are exempt from the Pennsylvania State 


instalments for retirement of the bonds at 
not exceeding 107%. This will provide 
sufficient funds for the retirement of the 
entire issue by maturity date of the bonds 
in 1945. Ninety per cent of the stock of 
this company is owned by the New York 
Telephone Company, all of whose stock is 
owned by the American Telephone Com- 
pany. While these Bell of Pennsylvania 
bonds have had a considerable advance, 
there seems good reason to look for a 
further rise in view of their ample security 
and large earning power. 

The NorTHWESTERN BELL TELEPHONE 7s 
were brought out last February at 98 and 
their price has been well maintained since. 
They also have excellent security, constitut- 
ing the company’s only funded debt and 
being a first lien upon the property of the 
company in JIowa, Minnesota, South 
Dakota and Nebraska. The appraised 


The Soutnwestern Bett TeLePHON: 
issue is a short term security falling due 
in 1925. It was brought out in April of 
last year at a price of 97%. The bonds 
are a direct obligation of the company but 
differ from the other two issues mentioned 
above in that they are not secured by a 
mortgage. This fact probably accounts for 
their lower selling level. They have no 
sinking fund attached to them but have a 
conversion -privilege which entitles the 
holder to exchange them into 7% cumula- 
tive preferred stock of the company at par. 

Southwestern Bell owns and operates 
the properties of the Bell Telephone Sys- 
tem in Missouri, Kansas, Oklahoma and 
Texas. There are only $25,000,000 of these 
notes outstanding as compared with the 
reproduction cost for the company’s plant 
conservatively estimated at over $120,000,- 
000. The company’s properties have always 
been well maintained and its earning power 
has shown a steady and consistent growth. 
The notes constitute an exceptionally 
strong and well protected investment and 
their conversion privilege presents at- 
tractive possibilities for a substantial profit. 


Expansion of Telephone Industry 


Proceeds of all telephone issues have 
been devoted in a large part to discharging 
current indebtedness arising from capital 
expenditures and for purposes of addi- 
tional construction. Telephone facilities 
all over the country have recently been 
expanded to a wonderful degree and the 
telephone companies have spared no ex- 
pense to bring their plants up to the high- 
est state of efficiency. While a large pro- 
portion of the necessary expenditures has 
been made out of earnings considerable 
financing has been necessitated to carry on 
the contemplated expansion program. 

As is indicated by the recent stock issue, 
the American Telephone & Telegraph 
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value of the company’s plant is largely in 
excess of the book cost and the bonds are 
well protected from the standpoint of 
earnings. The company covenants to pay 
into a sinking fund $300,000 per annum to 
purchase bonds in the open market at or 
below par and interest. Since 1914, North- 
western Bell has paid dividends averaging 
approximately 6% on its capital stock, all 
of which is owned by the American Tele- 
phone & Telegraph Company. Its bonds 
are a high grade investment security in 
every sense of the word and are entitled to 
a high rating. Before their maturity in 
1941, they might well sell above par. 


Company will make still further extensions 
and improvements to its existing facilities 
in order to increase the value of its service 
to the public. This company’s financing 
has been unique in that most of its securi- 
ties have been in the form of short term 
unsecured notes and debenture obliga- 
tions. It has no mortgage on its properties 
but has made use of its large security 
holdings to float collateral trust issues 
from time to time. In this respect the 
recent increase in the company’s annual 
dividend rate on its stock was highly 
significant. It was thought at the time 
(Continued on page 5a) 
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Allied Packers, Inc. 





Another Promising Reorganization 


Allied Packers 6% Debentures Likely to Move Up if Reorganization Plan Goes Through— 
Company’s Troubles Result of General Trade Reaction 


I} EORGANIZATION! To the timid 
it spells despair; to the bold, oppor- 
tunity. Opportunity to step in and 
uire the securities of the timid which, 
through fear of reorganization, are being 
rown on the market for whatever they 

ll bring. 

)f course, not all reorganizations offer 

same possibilities for profit, but any 

yrganization is worthy, at least, of a 
-areful study of the facts and circum- 
tances. 

Allied Packer, Inc., has just announced 
plans for a capital reorganization. An op- 
ortunity for those stout of heart appears 
o exist. Profit possibilities may be large; 

» element of risk is small. Now, read 

.refully : 
History and Organization 
Allied Packers, Inc., was incorporated 


in June, 1919, for the purpose of acquir- 
ng, through the purchase 


By R. M. MASTERSON 


(Batchelder & Snyder Co.) as, in the 
judgment of the directors, it is advanta- 
geous to do so. 

These packing plants are strategically 
located for securing the necessary sup- 
plies of live stock and for the distribution 
of the finished product. The location of 
the different plants is such that they do 
not compete with each other in the sale 
and distribution of their products; and, 
through unification brought about by the 
merger, many economies and advantages 
of operation should, in normal times, be 
taken advantage of which ordinarily 
would not be possible under separate 
management. 


How Properties Were Financed 


In order to acquire these various prop- 
erties and to provide the necessary work- 
ing capital, Allied Packers, Inc., issued 
$16,000,000 20-year convertible sinking 
fund 6% debenture bonds, $6,071,000 of 


notes, constitute the sole funded debt. 
Under the terms of the indenture, the 
company agrees to maintain current as- 
sets, including subsidiaries, at all times 
equal to 150% of the current liabilities 
and to maintain net current assets at 
all times equal to 50% of the prin- 
cipal amount of debenture bonds out- 
standing. 

At the time the issue was brought out 
a balance sheet, reflecting conditions ex- 
isting on the acquisition of subsidiary 
companies under existing contracts and, 
after giving effect to the new financing, 
showed net quick assets of $13,000,000, of 
which over $9,000,000 was in cash, but 
which did not include net quick assets of 
four of the subsidiary companies amount- 
ing to $3,166,497. The total net assets, 
exclusive of brands and trade-marks, were 
approximately $26,000,000, making an 
equity over and above the principal 
amount of the debentures of $10,000,000 

at the time. 








of the capital stock or the 
physical properties, the 
assets and businesses of 
various packing companies, 
including: Parker, Webb 
& Co., Detroit, Mich.; C. 
Klinck Packing Co., 
Buffalo, N. Y.; F. Schenk 
& Sons Co., Wheeling, W. 
Va.; Matthews-Blackwell, 
Ltd. Toronto, Canada; 
W. S. Forbes & Co., Rich- 
mond, Va.; Macon Pack- 
ing Co. Macon, Ga.; 
Batchelder & Snyder Co., 
Boston, Mass. 
It also has acquired all 
the outstanding stock 
of Charles Wolff Packing 
Co., which owns a plant in 
Topeka, Kansas; and all 
the outstanding capital 
stock of the Canada Pack- 
ing Company, which owns 
plants in Toronto, Mon- 
treal, Hull, Peterboro and 
Brantford, Canada. 

All of the above com- 
panies conduct a general 
packing business, includ- 
ing slaughtering, except 
the Batchelder & Snyder 
Company, which operates 
a large meat food dis- 
tributing establishment in 


Less: 





ALLIED PACKERS, INCORPORATED. 
Asset Position as at February 26, 1921. 


Cash 

Notes and Accounts Receivable 
Inventories 

Marketable Securities 


Total Current Assets 
Current Liabilities 


Net Current Assets 
Property and Plant Account 
Net Current and Fixed Assets 


Collateral Trust Notes 
Accrued Interest 


Less Market Value of Pledged Collateral 


Reserves for Contingencies 
Minority Stock Sub, Cos 


Tangible Net Worth 


Present Outstanding Capitalization: 
20 Year 6% Convertible Debenture Bonds 
7% Cumulative Preferred Stock 
Common stock, no par value 


Proposed Capitalization to be Outstanding: 
First Mortgage 8% Bonds 


Preferred Stock 
Common stock, no par value 


*This figure does not include Good 


Will, Brands and Trade Marks carried 
2 Seam balance sheet at $4,696,626 and Deferred Charges carried 
a ’ , . 


Results of Operations 


Net earnings, after de- 
duction for interest, depre- 
ciation, etc., but before de- 
duction for excess profits 
and other taxes of the 
various companies acquired 
by Allied Packers, Inc., 
either through physical 
ownership by purchase of 
stock as reported, aggre- 
gated for the year ended 
April 30, 1917, $2,006,112; 
April 30, 1918, $2,044,697 ; 
April 30, 1919, $3,005,917. 


Almost immediately fol- 
lowing the organization of 
the company, industries 
generally throughout the 
country, and the packing 
industries in particular, 
entered into a period of 
liquidation and deflation, 
with the result that since 
its organization the com- 
pany has lost through its 
operations about $4,000,000, 
and as a result its capital 
account has been actually 
impaired to a correspond- 
ing extent. 

Since its organization 
the company has been de- 
pendent upon bank loans 

















in order to furnish the 





New England and also 
does a large business 
in the processing of meat products, 
sausage manufacturing, etc. With the ex- 
ception of the Macon Packing Company, 
all have been in operation for many years 
and, until recently, have done a large and 
Profitable business. The company has re- 
cently contracted to sell the Boston plant 


for MAY 28, 1921 


its preferred stock and 201,000 shares of 
its common stock of no par value. The 
debentures are dated July 1, 1917, and ma- 
ture July 1, 1939. They are a direct obli- 
gation of the company, though not se- 
cured by mortgage, and with the excep- 
tion of $2,000,000 5% collateral trust 


capital needed for the car- 
rying on of its business operations. The 
necessary loans for this purpose have 
heretofore been found, current credit for 
such operations during the past year hav- 
ing been obtained in the amount of some 
$15,000,000. The present bank loans of 
the company and of the controlled com- 


91 





panies amount to substantially $5,000,000 
and will mature on or before June 30 
next. In order to provide for the same, 
for the payment of interest instalment due 
July 1 on the outstanding debentures and 
to enable the continuation of the business, 
new bank loans will have to be negotiated. 
It is apparent that any likelihood of a de- 
fault under the indenture securing the 
debentures, whereby the principal amount 
may be declared due, would render it in- 
creasingly difficult, if not impossible, to 
obtain the banking credits necessary in 
order to enable the continuation of the 
business of the company. 

The indenture of trust securing the out- 
standing debentures, as has been pointed 
out, contains a covenant on the part of 
the company in effect that its quick assets, 
less current liabilities, must be maintained 
at a figure which will be equal to 50% of 
the amount of the debentures then outstand- 
ing, and that quick assets must have the 
ratio to current liabilities of at least one and 
one-half to one. When the company com- 
menced its operations its quick assets ex- 
ceeded its liabilities by about $13,500,000. 
As of February 26, 1921, that excess 
amounted to only about $9,000,000, and a 
further shrinkage in excess of about $1,- 
000,000 will constitute a default under the 
covenant above mentioned. The ratio of 
quick assets to current liabilities, as shown 
by the balance sheet, is considerably in 
excess of that required by the indenture. 
Accordingly, the company does not re- 
quire additional cash capital as long as its 
credit position is such that it can obtain 
from the banks the amounts required 
from time to time for the conduct of its 
business; but it is apparent that if new 
money is not supplied as part of its cash 
capital its liability under the debentures 
must be substantially reduced and the 
covenants above mentioned waived in or- 
der to place the company in such a finan- 
cial position that it can constantly main- 
tain the line of bank credit requisite for its 
operations. 


Proposed Readjustments 


In view of the foregoing circumstances 
the members of the Board of Directors, 
together with holders of a large amount 
of debentures and stock of Allied Pack- 
ers, Inc., recently requested a group of 
seven men, headed by George W. Davi- 
son, president of the Central Union Trust 
Company of N. Y., to act as a committee 
for the purpose of considering the finan- 
cial status of the company and making 
such recommendations to security holders 
and stockholders as it deemed wise. 

The members of the committee, it is 
stated, are not pecuniarily interested in 
the company as stockholders, debenture 
holders, creditors, or otherwise, except 
that one member represents debentures, 
another preferred stock and a third com- 
mon stock. 

The committee has announced that it 
has carefully gone into the affairs of the 
company. It is of the opinion that the 
failure of the company to make money 
since its organization was due to the ab- 
normal conditions which obtained shortly 
thereafter and which still exist, but that, 
as conditions return toward normal, the 
company should be able to operate at a 
profit. Its members believe that the 50% 
net current asset clause of the indenture 
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threatens the company’s ability to obtain 
the necessary bank loans and that all par- 
ties at interest would be best served by 
the removal of the danger of such default. 
This, the committee believes, can be best 
brought about by a readjustment of the 
capital of the company; and the following 
plan has been suggested. 


The Plan 


It is proposed that the company shall 
amend its certificate of incorporation or 
take other appropriate corporate action so 
as to authorize stock and securities of the 
classes and in the amounts stated, viz.: 

$8,000,000 first mortgage and collateral 
trust convertible sinking fund 8% gold 
bonds. 

$8,000,000 prior preferred stock. 

$6,250,000 preferred stock. 

200,000 shares of common stock with- 
out nominal or par value. 

The first mortgage and collateral trust 
convertible trust sinking fund 8% bonds 
are to be secured by a closed first mort- 
gage on all the company’s real estate, 
plants, tools, machinery, and by the addi- 
tional pledge of all stocks and bonds of 
subsidiary companies. The bonds are to 
be dated July 1, 1921, and are to mature 
July 1, 1939. They will bear interest, pay- 
able semi-annually, at the rate of 8% per 
annum, will be callable at 110 and inter- 
est, and may be converted into common 
stock on a par for par basis. A sinking 
fund, beginning with the year 1923, will 
provide for the payment of an amount in 
cash annually, cqual to 2% of the maxi- 
mum amount of bonds at any time issued, 
for the acquisition or payment and re- 
demption of bonds. Appropriate pro- 
visions for the protection of the bond- 
holders and for the release of property 
are to be inserted in the mortgage. 

The prior preference stock is to be pre- 
ferred as to assets over the preferred and 
common stocks so that in any liquidation, 
dissolution or winding up of the company, 
whether voluntary or involuntary, the 
holders of the prior preference stock shall 
be entitled to be paid out of the assets be- 
fore any distribution is made to the hold- 
ers of the preferred or common stock, the 
sum of $100 per share together with all 
accumulated and unpaid dividends. 

This prior preference stock is to be en- 
titled to total dividends of 8% per annum; 
4% of which is to be cumulative from 
July 1, 1921, and in priority to any divi- 
dends on the preferred and common 
stocks and the remaining 4% to be cumu- 
lative from November 1, 1923, in priority 
to any dividends on the common stock but 
ranking equally, as to priority, with full 
dividends on the preferred stock. The au- 
thorized amount of prior preference stock 
shall not be increased and no class of 
stock of the company shall be created at 
any time while the prior preference stock 
remains outstanding, which shall be prior 
to or on a parity with the prior prefer- 
ence stock, either in respect of dividends 
or assets, without the consent of two- 
thirds of the amount of. the prior prefer- 
ence stock then outstanding. Prior pref- 
erence stock may be redeemed, in whole 
or in part, at 115 and accrued dividends. 

The preferred stock is to be in all re- 
spects subject to the rights of the prior 
preference stock. It is to be entitled to 
dividends at the rate of 7% per annum, 


which are to be cumulative from Novem- 
ber 1, 1923, and it is to be preferred as to 
assets and dividends over the common 
stock. The authorized amount is to be 
limited to $6,250,000, which shall not be 
increased, and no new issue ranking 
ahead of or equal to this preferred stock 
may be created without the consent of a 
majority of the holders. 

The common stock is to be limited to 
200,000 shares without nominal or par 
value and is to be in all respects subject 
to the prior rights of the prior prefer- 
ence stock and the preferred stock. 

The present debenture bondholders are 
asked to exchange their holdings on the 
basis of $500 new 8% first mortgage 
bonds and $500 (10 shares) of prior pref- 
erence stock for each $1,000 debenture 
surrendered. Present preferred stock- 
holders will exchange on a_ share-for- 
share basis for new preferred and in addi- 
tion they will forego all rights to present 
accrued dividends. The present outstand- 
ing common stock will be exchanged for 
new common stock on the basis of one 
share of new for every two shares of old. 

In this article little attention has been 
paid to the present outstanding preferred 
and common stocks. Both issues are sell- 
ing at low levels, there is little public in- 
terest in them, and the chance of a quick 
come-back seems remote. 


Possibilities of the Debenture 


The 6% debentures, however, appear 
to present a most unusual speculative 
opportunity with the chances for large 
profits far overbalancing the amount of 
risk involved. 

These debentures enjoy an active mar- 
ket on the New York Curb. Present quo- 
tations are in the neighborhood of 49, or 
some 58 points below the original offer- 
ing price of 98%. At the present price, 
$2,000 debentures could be purchased for 
$800 and, providing the plan of reorgan- 
ization be carried out, these $2,000 deben- 
tures could be exchanged for a $1,000 first 
mortgage 8% bond and $1,000 (10 shares) 
prior preference stock. In other words, 
the exchange wou!d amount to the same 
thing as the purchase of a $1,000 first 
mortgage 8% bond at 80 with the 10 
shares of prior preference stock thrown in 
as a bonus. 

The question then to be decided is: 
What will be the investment worth of the 
new 8% first mortgage bond? By con- 
sulting the table on the foregoing page 
it will be seen that the net tangible assets 
of the company as at February 26, 1921, 
amounted to $20,588,044, or the equivalent 
of $2,573 for each $1,000 face value of the 
proposed new issue of $8,000,000 first 
mortgage bonds and of these net tangible 
assets $9,090,211, or more than $1,136 per 
$1,000 bond is in net quick assets. The 
earning power of the company under nor- 
mal conditions should equal at least $2,- 
000,000 or over 3 times total interest 
charges on the new issue. 

With the danger of a default in the 
provisions of the indenture covering the 
debentures removed the company will be 
in a sound financial condition with cur- 
rent assets of $15,700,000 as against cur- 
rent liabilities of $6,600,000. Of the cur- 
rent assets $4,577,626 is in cash and mar- 
ketable securities and inventories of $7,- 

(Continued on page 134) 
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A Bond Bargain 


Reorganization of United Railroads Very Favorable to Holders of Old 4s — Operating Outlook 


MONG the Public Utility bonds listed 
on the New York Stock Exchange 
there are few that have been more 

active than the two refunding and adjust- 
ment 5% issues of Hudson and Manhattan 
and the United Railroads of San Francisco 
4s, due in 1927. Attention of investors 
was directed to the former two bonds on 
account of the greatly increased earning 
power behind them and due to their im- 
proved status under existing conditions 
with the result that both issues have had 
substantial advances from the low points 
touched earlier in the year. Buying of 
the United Railroads of San Francisco 4s, 
came from investors who have made a 
close study of the reorganization plan of 
this company and who realize that this 
issue is accorded unusually fair treatment 
under the terms of that plan. Last year 
these bonds touched their low record level 
of 20%. Only last January they 


of Company Good 


By HENRY R. PORTER 


able property which would serve as a 
basis for a new marketable mortgage 
issue. Consequently a reorganization was 
made imperative in order to prevent a 
receivership and foreclosure of all the 
company’s mortgages. 

A reorganization committee was formed 
and a plan was drawn up by them under 
date of September 22, 1916, with the rec- 
ommendation that it be adopted by the 
bondholders and presented to the Railroad 
Commission of the State of California for 
its approval. This plan provided for the 
transfer of all the properties, franchises, 
bonds and stock owned by United Rail- 
roads and San Francisco Electric Rail- 
ways to the Market Street Railway Com- 
pany, which would then become the oper- 
ating company. The capital stock of this 
company was to be increased to $29,000, 
000, and divided into three classes, viz: 
first preferred, second preferred and com- 
mon. An issue of $2,500,000, serial 6% 
debenture notes was to be created and sold 
and the proceeds of the sale together with 


that from the sale of $3,000,000 Market 
Street Railway 5% bonds were to be ap- 
plied toward the payment of the $5,200,000 
underlying bonds mentioned above. The 
plan also contemplated the issuance of $9,- 
000,000 Market Street Railway 5% bonds. 
Holders of the United Railroads 4% 
Bonds were to receive 25% in Market 
Street Railway Bonds and 46% in first 
preferred stock. All of the proposed 
second preferred and common stock of 
Market Street Railway was to be applied 
to current indebtedness and stock of the 
old company. The Market Street Rail- 
way 5% bonds outstanding at that time 
were to be left undisturbed. Under this 
plan of readjustment there would have 
been accomplished a reduction in capital 
liabilities of more than $36,000,000. 


Bondholders Force Amendment 


It will be noted that under the terms 
of this plan the operation and policy of 
the company would have been controlled 
by holders of the old securities junior to 
the 4% bonds, through their 
proposed exchange for all the 





could have been purchased as 
low as 26. They have since 
advanced to around 36 and 
their price is well maintained 
at close to the top of the year. 


The Status of the Bonds 

Interest on these bonds due 
on October 1, 1916, was not 
paid and they have been in de- 
fault since that date. In order 
to get a thorough understand- 
ing of their status, it is neces- 
sary to go back to the 1916 
year when the company first 
began to get into difficuity as 
a result of complications 
arising from the maturity of 
a number of bonds underlying 
this issue. In that year the 
company had outstanding a 
total of $36,152,000 mortgage 
bonds, of which $12,298,000 
were issues underlying the 4% 
bonds due in 1927. Of these 
underlying bonds, $5,200,000 
were the obligation of the Mar- 
ket Street Railway, falling due 
in 1924. The balance repre- 
sented four issues that were 
due for payment in 1916 and 
1918. Two of these latter is- 
sues had matured previous to 
1916, but the time for payment 
had been extended in each case 
to the latter part of 1916. Fi- 
nancing to take care of these 





second preferred and common 
stock of the new company. 
Naturally the junior security 
holders approved this plan 
without hesitation. The com- 
mittee organized to protect the 
4% bondholders, however, op- 
posed the plan for a number of 
reasons and made necessary the 
formation of a new one. Their 
chief grounds for opposition 
were that the bondholders were 
being asked to make a needless 
sacrifice of capital while no re- 
duction of equity was required 
from the junior securities. 
Their contention was that the 
reorganization was not necessi- 
tated through lack of income 
to pay the interest on the bonds 
but that it was required by 
causes other than insufficient 
income. Consequently they felt 
that the bondholders should re- 
ceive a much greater per- 
centage of bonds for their hold- 
ings than was provided for un- 
der the plan. 

As a result of their opposi- 
tion an amended plan of read- 
justment under date of April 
26, 1917, was agreed upon. This 
plan contemplated among its es- 
sential features that the holders 
of the 4% bonds should re- 
ceive 6634% in new 6% twenty- 
year bonds, 81%4% in new first 
preferred stock and the remain- 








maturing securities was not 
possible at the time owing to 
the unsalability in the existing 
market of securities available 
and owing to the lack of suit- 
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MARKET STREET, SAN FRANCISCO 


Looking East from Powell Street and Showing the Tracks of 


the United Railroads’ Lines 


der or 33% in new common 
stock. This amended plan was 
adopted by the Reorganization 
Committee, approved by owners 
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of practically all of the outstanding bonds, 
and declared operative on June 2, 1917. 
It was not possible to carry it into effect, 
however, owing to the great loss of earn- 
ings and the increase of expense of op- 
erations of the railroads which occurred 
in the Fall of 1917, and to many other 
circumstances and conditions entirely be- 
yond control. 

The Reorganization Committee, there- 


the operative properties and franchises of 
the United Railroad of San Francisco 
were transferred to the new company, 
which will now be the operating com- 
pany. This arrangement brought the total 
outstanding capitalization of the new com- 
pany up to $47,973,000, as compared with 
the old capitalization of $82,411,600. 
Funded debt was cut down from about 
$40,000,000 to less than $16,000,000. 
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fore, had the alternative of abandoning 
its work and returning the bonds to de- 
positors, or of trying to work out a new 
plan to meet the situation. The former 
course could not very well have been 
adopted as foreclosure suits had already 
been commenced by some of the underly- 
ing bondholders and other foreclosure 
stits were threatening. To have aban- 
doned the property at that time would 
have been ruinous to the bondholders. A 
further change in the first amended plan 
was therefore made under date of Octo- 
ber 2, 1919, and it is this plan which 
has finally been adopted and put through. 
The properties were sold under foreclo- 
svie on March 24 last, for $7,800,000 on 
technical default of interest on one of the 
underlying bond issues and were bought 
in by the Market Street Railway Com- 
pany, the reorganized company. The rep- 
resentative of the reorganization commit- 
tee submitted the only bid price which was 
‘equiv. lent to about $295 for each $1,000 
4% bo.d after making necessary deduc- 
tions fos expenses of sale, trustees’ fees, 
etc. 
The Final Plan 


Under this final plan of readjustment 
the capital stock of the Market Street 
Railway Company was increased to $32,- 
150,000, and was reclassified as follows: 
$11,750,000 prior preference stock, bearing 
cumulative dividends at the rate of 6% 
per annum; $5,000,000 second preferred 
stock, bearing cumulative dividends at the 
rate of 6% per annum; $4,700,000 second 
preferred stock bearing non-cumulative 
dividends at the rate of 6% per year; and 
$10,700,000 common stock. There was also 
created an issue of 6% five-year notes in 
the amount of $5,200,000, and secured by 
the pledge of an equal amount of Market 
Street Railway 5% bonds. In addition 
there was created and issued $3,525,000 
more of the latter bonds, making the total 
outstanding amount of this issue $10,- 
623,000. The equity in all the former 
subsidiary properties and all the rest of 
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The old Market Street Railway 5% 
bonds were left undisturbed under the re- 
organization. The $5,200,000 underlying 
bonds, the maturity of which had neces- 
sitated the readjustment, received their 
face value in the new 6% notes. Holders 
of the United Railroads 4% bonds re- 
ceived 15% in the Market Street 5% 
bonds, 50% in prior preference stock, 5% 
in preferred stock, 10% in second pre- 
ferred stock and 20% in common stock. 
The junior securities, including unsecured 
notes of United Railroads of San Fran- 
cisco, held by California Railway & 
Power Company, were taken care of by 
an exchange into $12,175,000 stock of the 


It will be noted that the United Railroad’s 
4s were accorded very fair treatment. In 
the first place, the holders of these bonds 
received 15% of their face value in a first 
mortgage obligation of the new company 
covering practically all of the property 
In this respect they rank equally with the 
old holders of these bonds, who were not 
affected by the readjustment. On the 
basis of 1920 earnings, as shown in 
another tabulation, the interest on these 
first mortgage 5’s, was earned just 
about twice. Based on average results 
over a period of six years, the surplus 
available for interest was equivalent to 
a little more than 134 times require- 
ments. This margin of earnings may 
be considered as entirely satisfactory 
in the case of a Public Utility Company 
such as this with an established earn- 
ing power and good future prospects. 
Consequently the existing price level 
for these bonds does not by any means 
measure their prospective worth. At 
their present .figure of 73, the yield on 
their purchase, if held to maturity, is 
about 16%. Even at a price of 80, the 
yield to maturity would be well over 
13%. As a 5% bond, falling due in three 
years, with interest charges well covered 
and with earnings behind same showing 
every prospect of a decided improvement, 
there seems no good reason why the ma- 
turity yield should’ not be below 10% at 
least.- This would figure out a price of 
something like 87 for the 5% bonds re- 
ceived by United Railroads holders in the 
readjustment. 


Old Bondholders to Control 


In addition to the above bonds, the 
holders of the 4's were given a substantial 
amount of stock of the new company. 
The greater proportion of this was in the 
6% cumulative prior preference stock, and 
represents the entire issue. Under the law 
of California each share of stock, whether 
preferred or common, has the same voting 
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CONSERVATIVE VALUATION BASIS. 
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new company, including ordinary pre- 
ferred, second preferred and common 
shares. 

One of the accompanying tables shows 
in detail just how the exchange of the old 
securities for the new was accomplished 
and the basis of exchange in each case. 


power. In the exchange of securities the 
4% bondholders received 62% of all the 
stock of the reorganization company, while 
the holders of the old junior securities and 
stock received 38%. A majority of the 
directors of the new company may there- 
(Continued on page 145) 
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Baby Bonds 


Many Corporation Issues Now Available in $100 Denominations — Nine Bonds Analyzed and 


wy wasn't many years ago that the in- 


dividual with money enough to buy 
bonds was looked upon with awe and 
admiration as a person of great wealth. 
Londs were only issued then in large 
jenominations; barring a few isolated 
railroad companies, whose issues were 
obtainable in small pieces, the $100 bond, 
“baby bond” was unheard of. One had 
have substantial surplus funds to per- 
mit of an investment in this form of 
security. 
During the progress of the War, a 


change took place in the method of bond 
financing. It resulted from 


Rated 
By JOHN J. GEQGHEGAN 


rating, and can be purchased with consid- 
erable confidence by small investors.—vol. 
27, p. 902. 


Liccert & Myers Togacco Co, debenture 
gold 5s, dated December 1, 1911, due 
1951, are a direct obligation of the com- 
pany, but not supported by a mortgage. 
The company imposes a charge on its 
property and its future net income in 
favor of the trustee (Guaranty Trust Co., 
New York) for the benefit of these 
bonds, which charge is second to that for 
the benefit of the debenture 7s, due 
October 1, 1944. It also agreed not to 
mortgage nor create any other charge on 
its earnings unless recognizing the priority 


are registerable as to principal or may be 
fully registered. 

Since its formation in December, 1904, 
the Bethlehem Steel Corporation has 
earned from operations $317,798,983, of 
which $70,000,000 has been appropriated 
for and invested in additions to property 
and working capital. In every year during 
the past ten the net profit from operations, 
less deductions for depreciation and de- 
pletion, has been more than double the in- 
terest charges on the entire funded debt 
of the corporation and its subsidiaries. 
This establishes these bonds on a sound 
industrial investment basis.—vol. 26, 
p. 685. 


New YorK Air BRAKE 
Co. first mortgage conver- 





the necessity, felt by the 





Government as well as by 
private corporations, of 
putting bonds within the 
reach of small investors. ae 

It is true that, in a few 
instances, the face value of 
bonds was reduced by cor- 
porations to permit their 
employees to subscribe to 
new issues; but, broadly 
peaking, the issuance of 
$100 bonds was practically 





Interest Mature Recent 


General Electric Co. 

Liggett & Myers Tobacco 
Bethlehem Steel Co. 

New York Air Brake Co. 
Diamond Match Co. .. 

Swift & Co. 

Galena-Signal Oil Co. 

The B. F. Goodrich Co. .......... 
National Cloak & Suit Co. ...... 


ay Te 


at Recent 


tible gold 6s, dated May 1, 
1908, due 1928, are a di- 
rect obligation of the com- 
Price pany secured by a first 
5.80% mortgage on 76 acres held 
5.80 in fee at Watertown, N. Y., 

on which are erected build- 
ings, foundries and fac- 
tories, with a total floor 
space of 410,000 square 
feet, the mortgage also 
covering all machinery and 


Yield 
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equipment used in and 





forced on the corporations 
by the necessity of obtain- 
ing funds from other sources than those 
which, theretofore, had absorbed the 
great bulk of our corporation offerings. 

Once the practice of issuing bonds in 
small denominations had been thoroughly 
tried out, however, it became generally 

pular. As a result, there are today a 
creatly increased number of corporation 
s well as government bonds available to 
the small investor in the $100 pieces that 

can afford. 

There follows an analysis of nine indus- 
trial bonds available in the $100 form. 

GENERAL Exectrric Co. 6% gold deben- 
tures, dated February 1, 1920, due 1940, 
re a direct obligation of the company, 
but unsecured by mortgage. The com- 
pany has no mortgage debt and agrees 
that none shall be incurred without duly 
protecting this issue, which was made to 
refund an equal amount of 6% notes, due 
July 1, 1920, namely, $15,000,000. They 
are coupon bonds, but may be registered 
as to principal. At the option of the 

mmpany they are redeemable at 105 on 
any interest date. 

During the ten years ending 1919 the 
company’s net profits available for divi- 
dends amounted to $157,757.157, or 16434% 
mn the average capital stock outstanding, 
or an average of almost 16%% yearly. 
During 1920, when so many companies 
showed a deficit, General Electric’s earn- 
ings were almost 16% of the $139,026,900 
stock outstanding. Besides numerous stock 
dividends, the cash dividends have never 
fallen below 8% during the past twenty 
years, The bonds deserve a very high 
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of the claims against them by these bonds. 
There is a total authorized amount of 
$15,059,600, all outstanding. They are 
coupon notes registerable as to principal. 

The Liggett & Myers Company was 
incorporated in 1911, in furtherance of the 
dissolution plan of the American Tobacco 
Co., following the decision of the United 
States Circuit Court that the original 
parent company was a trust. Since its 
incorporation it has paid 7% yearly divi- 
dends on its preferred stock, 12% on its 
common, besides 4% yearly as an extra 
dividend until 1920, and is paying at the 
rate of 12% yearly on its common “B” 
stock, issued in February, last year. 

After making allowance for the 7% pre- 
ferred dividends, its yearly earnings aver- 
aged since incorporation, 17 1/3% of the 
total amount of common and common 
“B” stock outstanding 

BETHLEHEM STEEL Company first and 
refunding series “A” 5s, dated May 1, 
1912, due May 1, 1942, are guaranteed as 
to principal and interest by the Bethlehem 
Steel Corporation, the parent company. 
The $12,759,500 outstanding, of an author- 
ized issue of $50,000,000, are a mortgage 
on the entire property of the company, 
except for a few parcels of real estate, sub- 
ject only to the prior liens of the $12,- 
000,000 first extra 5s, due January 1, 1926, 
and the $7,500,000 purchase money 6s, due 
August 1, 1998. The issue is also secured 
by most of the capital stock of the Juragua 
Iron Co. (Cuban subsidiary) and by 
$2,668,000 of the First Extra 5s. They 


about the buildings. Of 
the $3,000,000 authorized, all are outstand- 
ing. They are coupon notes registerable 
as to principal, and are the only funded 
debt of the company. 

During the ten years ending December 
31, 1919, the yearly earnings on $10,000,- 
000 capital stock outstanding averaged 
161%4%, being swelled by immense profits 
made in 1916, which almost equalled the 
entire capitalization. In 1920, 742% was 
earned on the stock outstanding. Divi- 
dends of varying percentages were paid 
between 1910 and 1916, inclusive; in 1917 
and 1918, 20% was paid, and since, 10% 
yearly.—vol. 27, p. 475. 


Diamonp Matcu Company sinking 
fund 74% debentures, dated November 
1, 1920, due 1935, are a direct obligation 
of the company and its only funded debt, 
but do not enjoy the advantages of a 
property lien through mortgage. There 
is a total of $6,000,000 authorized and 
outstanding, and those of the $100 denom- 
ination are of the coupon variety and not 
registerable. They are callable on sixty 
days’ notice, at 105 and interest, on any 
interest date between November 1, 1923, 
and November 1, 1930, after which a de- 
duction is made of one-half of one per 
cent for each six months elapsed from 
the latter date. Beginning July 1, this 
year, $100,000 will be appropriated semi- 
annually for the purchase of the bonds 
at not more than 100 and interest; the 
amount unexpended because of bonds that 
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cannot be bought at that price, will revert 
to the company. 

The desirability of these bonds is based 
on the consistent earnings record of the 
company, which have averaged 11.90% 
yearly during the past ten years on the 
average capital stock outstanding during 
this period. There are now outstanding 
$16,965,100 of an authorized issue of $18,- 
000,000.—vol. 25, p. 374. 


Swirt & Company 7% gold notes, 
dated October 15, 1920, due October 15, 
1925, are a direct obligation of the com- 
pany, unsecured by mortgage. Provision 
is made for the maintenance of current 
assets.at an amount equal to at least one 
and one-half times the total of current 
liabilities and these notes, and no new 
mortgage shall be created on présent prop- 
erty, which is already mortgaged in favor 
of the first mortgage 30-year 5s, due 
July 1, 1944, to the amount of $50,000,000, 
of which $29,591,000 are outstanding. 

Provisions similar to those supporting 
these 7% notes have been made for the 
$25,000,000, 2%4 year 6% notes, due 
August 15, 1921. Of the $40,000,000, all 
are outstanding. They are coupon notes, 
registerable as to principal. They are re- 
deemable on 30 days’ notice at 102, be- 
ginning April 15, 1921, and at one-quarter 
point less each six months thereafter till 
maturity. 

For over twenty-five years cash divi- 
dends of varying percentages from 6% 
to 8% have been paid regularly on the 
capital stock, and dividends have been 
maintained at the latter amount during 
the past five years. 

During the past ten years the yearly 
earnings on the average amount of stock 
outstanding, which is now $150,000,000, 
averaged 1514%.—vol. 27, p. 693. 


GALENA-SIGNAL Om Co. convertible 
debenture 7s, dated April 1, 1920, due 
April 1, 1930, are a direct obligation of 
the company, not secured by mortgage, 
but the indenture provides that neither 
the company nor any subsidiary shall 
permit or create any additional mortgage 
on its properties, unless these debentures 
shall share equally and ratably in the lien 
of such mortgage. Further provision is 
made to maintain at all times quick assets 
equal in amount to at least 125% of the 
total of these bonds outstanding. 

There is a total of $6,000,000 author- 
ized and outstanding, and they are coupon 
bonds, though registerable as to pfincipal. 
They may be converted into common stock 
at any time by the owner, par for par, and 
are redeemable at 109 this year, the pre- 
mium decreasing 1% each succeeding 
year until maturity. Commencing April 
_1, 1922, 5% of amount of the issue shall 
be applied yearly to the purchase of the 
bonds at not more than the redeemable 
prices, 

The Galena-Signal Oil Co. has con- 
tracts to supply lubricating and signal oils 
to almost 80% of the steam railroad 
mileage in the United States, and until 
recent years confined its efforts to ad- 
vancing this branch of the oil business, 
but in 1918 it entered the producing and 
refining activities, thereby increasing its 
holdings in subsidiary companies from 
less than two million in 1917 to over ten 
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million dollars in 1920, and also finding 
the need for additional capital. 

The company was a subsidiary of the 
Standard Oil Co. of New Jersey until 
the disintegration ordered by the Supreme 
Court in 1911, and since then it paid div- 
idends on its preferred stock at the rate 
of 8% yearly, up to September 30, 1918, 
when it paid the last declared dividend 
on the common stock. The financial 
statement as of December 31, 1920, showed 
net tangible assets of $10,574,468.—vol. 
27, p. 118. 


The B. F. Goopricn Co. 7% convertible 
notes, dated April 1, 1920, due April 1, 
1925, are a direct obligation of the 
company, not secured by mortgage. The 
indenture provides that with some minor 
exceptions, quick assets shall be main- 
tained at an amount equal to at least 
150% of the aggregate of all obligations, 
and that neither the company nor its 
subsidiaries will mortgage or issue other 
evidences of indebtedness without provid- 
ing for the immediate payment or re- 
demption of this issue, which amounts to 
$30,000,000, all outstanding, and the only 
funded debt of the company. 

They are coupon notes, and may be 
registered as to principal. They may be 
converted into common stock at $80 per 
share. They are redeemable upon 60 
days’ notice on any interest date, at 103, 
prior to April 1, 1923, and at $1 less each 
year to maturity. 

Since incorporation in 1912, 7% divi- 
dends have been paid regularly on the 
preferred stock of the B. F. Goodrich 
Co., but only intermittently on the com- 
mon stock; and the $1.50 a quarter paid 
recently on the common was passed by the 
directors on April 20. 

During the 734 years, from incorpora- 
tion to the close of 1919, the earnings of 
the company averaged 134%4% yearly, on a 
basis of $60,000,000 common stock out- 
standing, after allowing for the preferred 
stock dividends; but the earnings for last 


‘ year amounted to only a few cents per 


share on the common stock, after the pre- 
ferred requirements. 

These notes sell to yield slightly more 
than others, and a holder could rest more 
comfortably with an investment more 
amply secured. However, comparatively 
little risk attaches to them, and the gen- 
erous return is a compensating inducement. 
—vol. 28, p. 64. 


NationaL Cioak & Suit Co. 8% con- 
vertible gold notes, dated September 1. 
1920, due September 1, 1930, are a direct 
obligation of the company, but without 
mortgage security. The company cove- 
nants to maintain quick tangible assets 
equal to at least 125% of the amount of 
the notes; not to mortgage its property 
during the life of the notes; and not to 
issue other notes to mature later than one 
year from the date any such notes may 
bear. 

These are the only funded debt of the 
company, and of the $5,000,000 authorized 
all are outstanding. They are coupon 
notes registerable as to principal. They 
are convertible into common stock at $100 
per share until March 1, 1930. They are 
redeemable at 106% on 30 days’ notice. 
There is a sinking fund provision whereby 
5% of the amount outstanding until 1922, 


and 10% each year thereafter shall be 
appropriated to redeem that quantity of 
notes at 105, such notes being drawn by 
lot. 

Since the incorporation of the company 
in 1914, when it succeeded another com- 
pany of the same name, it has uninter- 
ruptedly paid 7% dividends on its pre- 
ferred stock, but paid its last declared 
dividend on the common stock on July 1, 
1920. After allowing for the preferred 
dividends, the yearly average earnings 
since incorporation were 6 2/3% on the 
$12,000,000 common stock outstanding, 
but in 1920 a deficit of $1,942,518 was 
incurred. 

The company lists in its balance sheet 
$12,000,000 as “goodwill,” the propriety of 
which may be open to question. The 
notes would be classified as speculative by 
the writer. At the close of 1920 there was 
a profit and loss surplus of $3,954,033.— 
vol. 27, p. 542. 





INCREASING BANK DEPOSITS 
Recent months have witnessed a truly 
remarkable growth in the number of sav- 
ings bank accounts in this country. A 
bank in Philadelphia which has been in 
business for some 116 years, has built up 
a total of 294,000 deposits. The Cleve- 


land Trust Company’s individual accounts 
on March 29, 1921, amounted to 236,570. 
It is interesting to note the actual figures 
on the growth of deposits in the latter 
company, as shown in the following table: 


The Bank of Italy’s depositors at the 
close of December, 1921, numbered 221,- 
788. At the end of March, 1921, the num- 
ber was 225,044. The remarkable rate at 
which this Pacific Coast institution has 
grown encourages its officials in the hope 
that it will eventually pass its formidable 
eastern competitors. But if the latter 
maintain their own present rate, the Bank 
of Italy will have to “go some.” 

The increase in savings bank deposits 
may be regarded from many different 
angles. But, in the final analysis, its para- 
mount importance lies in the proof it gives 
that the people of the country are becom- 
ing more and more convinced of the value 
of putting something by. 





FARM LABOR SITUATION IMPROVED 


The farm labor situation in the United 
States is decidedly easier than it has been 
in the past three years. This fact is 
shown by the following figures, being 
averages of estimates of normal supply 
and demand, made by reporters to the 
Bureau of Crop Estimates, United States 
Department of Agriculture, April 1, each 
year: 

Percentage of normal supply of and de- 
mand for hired farm labor—to be read as 
index numbers: 

Ratio of 

Relative Relative supply to 

supply demand demand 
95.2 87.5 1088 
72.4 105.3 68.8 
84.4 101.8 82.9 
729 101.4 719 
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Much New Financing 


Industrials and Public Utilities Lead in Volume—Kelly-Springfield Issue Attracts Interest—S. O. 


EW issues have been coming along 
with such frequency lately as to 
suggest a recurrence of conditions 

similar to those that existed § in 
the early part of this year. At that 
time it will be remembered the invest- 
ment market was flooded with new 
issues to such an extent that the absorp- 
tive power of the public could no 
longer keep pace with the supply of 
securities. The result was that a halt 
in new financing had to be called in 
order to give the market a chance to 
“catch-up.” Prices of bonds both new 
and old suffered from the over-supply 
of new issues and have only recently 
begun to recover. 

While it is very unlikely that bankers 
will soon again make the mistake of 
crowding too much financing in a limit- 
ed period of time, it would seem that 
the market recently has been called 
upon to absorb an unusually large 
amount of new securities. 

In point of volume industrials have 
again taken the lead, although public 
utility companies have not been far be- 
hind. In the period covered by this 
review there have been five large in- 
dustrial bond issues, practically all ten- 
year bonds, and four public utility is- 
sues, with maturity dates of from 
twenty to thirty years. 


of New York Re-enters Market 


was purchased by this company from 
W. C. Durant. Proceeds of the 74% 
issue just offered will be used partly 
to supply funds for permanently financ- 
ing the cost of that stock and for other 
corporate purposes. 

It required approximately $25,000,000 
to finance the stock transaction involv- 
ing about 2,500,000 shares. This bond 
issue totals $35,000,000 so that there is 
a balance of $10,000,000 which will be 
used for corporate purposes. 

The bonds were offered to the public 
at par and were soon taken. They are 
redeemable in whole or in part at 110 
at any time prior to May 1, 1922. 
Thereafter the redemption price de- 
creases 1% for each succeeding year. 
Junior to these bonds there are out- 
standing $70,629,000 of 6% debenture 
stock and $63,378,000 common stock. 
Uncapitalized surplus and reserves of 
the company amount to $88,675,000 and 
total assets aggregate $280,000,000. 

The bonds are well protected from 
the point of earnings, since during the 
past ten years the company’s net re- 
ceipts from its commercial business, as 
distinguished from the profits on mili- 
tary business, have averaged over $7,- 
500,000 annually against annual interest 
charges on this issue of $2,625,000. 


STANDARD OIL OF NEW YORK 12- 
YEAR 6 %s. 


This is the third of the former Stand- 


market. Last December the company 
sold a $30,000,000 issue of 7% bonds at 
par. The new bonds were also offered 
at par, but on a 6%% basis as com- 
pared with a 7% basis last December. 

This issue totals $20,000,000 and to- 
gether with the 7s constitute the com- 
pany’s sole funded debt. The bonds 
will not be subject to call until May 
1, 1928, at which date they will be 
callable at 103 and thereafter less three- 
tenths of 1% for each succeeding six 
months. The indenture provides a 
sinking fund of $750,000 per year to be 
applied to the purchase of the bonds 
up to 100. 

The comparatively low coupon rate 
on these bonds is an excellent indica- 
tion of their high standing. There is 
every reason to believe that they will 
become a popular investment medium.— 
vol 27, p. 771. 


KELLY-SPRINGFIELD TIRE 10-YEAR 
8s. 


This is a $10,000,000 direct obligation 
of the company and constitutes its only 
funded debt. The proceeds of the issue 
will be used for the funding of floating 
indebtedness and to furnish additional 
capital. At current market quotations 
the company’s outstanding stock repre- 
sents an equity of over $20,000,000 
ranking junior to this issue. The bonds 
are issued under a Trust Agreement 
which provides for the retirement of 
the entire issue at 110 by 
drawing by lot $1,000,000 





Yields on the former 





ranged from 6.50% in 
the case of the Standard 
Oil 6%s to over 8% in 
the case of Kelly-Spring- 
field Tire 8s. Yields on 
the utility bonds on the 
average were slightly 
higher than on the in- 
dustrials, although the 
range was between 7.00% 
and 8.00%. 

Three important Amer- 
ican cities and one State 
came into the market for 
funds. The City of Rio 
de Janeiro also sold an 
issue of 250,000 pounds 
sterling in this market. 
There was no railroad 
financing of any im- 
portance. Two indus- 
trials announced stock 
offerings, one the Ameri- 
can Telephone Co. and 
the other the Philadel- 








000 City of Rio de Janeiro 8. F. 5s 1909-34 


CURRENT BOND OFFERINGS 


GOVERNMENT, STATE, MUNICIPAL. 


Offering 
Price 


101.47 


Maturity 
Cuahe, Nebraska, School Dist. m 


State of California Highway 
54s 1926-27 
City of Detroit, Mich., 1948 
City of Waterbury, Conn. 5s. 1922-41 
INDU . 


E. I, du Pont de oo & 
7s 1 


» 64s 
Libby, McNeill & Libby Ist 7s 1931 
“— Lane Tire Co, 8. 


99% 
100 


Connecticut Light & Power Co., 
8. F., 7% 

Niagara Falls Power Co. 

rots Elec, Rwy. & Tieht 


Yield 


5,40% 
To Yield 73.00 to 11,25 


To | > 5.50 
103.5 25 
To Tield 5.75-5.00 


100 7.60 


100 6.50 
7.60 


per annum beginning May 
15, 1923, and continuing 
until May 15, 1931, when 
the remaining $2,000,000 
will be paid at 110. 


Net profits for the four 
years ended December 
31, 1920, available for in- 
terest and taxes aver- 
aged over four times 
thé maximum interest 
charges on this issue. 
The bonds were offered 
at a price of 99% and 
met with a ready re- 
sponse from _ investors. 
The speculative drawing 
feature attached to them 
should make them an ex- 
ceedingly attractive is- 
sue. They are similar in 
this respect to the Good- 
year 8s which have re- 
cently been so popular. 
—vol. 27, p. 104. 














phia Electric Co. 

The space here pro- 
vided permits discussion of only a few 
issues. Brief comments on the more im- 
portant ones follow: 

E. I. DU PONT DE NEMOURS 10-YEAR 
7 Ms. 

Last November, it will be recalled, 

control of General Motors Corporation 


1921 


ard Oil subsidiaries to put out a 64% 
bond issue. The other two were the 
Tide Water Oil Co. and the Atlantic 
Refining Co., both of which sold 10- 
year bonds in the early part of 
this year. This makes the second time 
within six months that the Standard 
Oil of New York has come into the 


LIBBY, McNEILL & 

LIBBY FIRST 10-YEAR 7s. 

These bonds, a $10,000,000 issue are se- 
cured by a first mortgage lien on all of the 
principal real estate and plants of the 
company, subject only, as to two tracts of 
land in California, to the lien of two pur- 


(Continued on page 134) 
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Railroads 
Bonds and Stocks 


Railroads Getting Grip on Expenses 


Month of March Marked Beginning of Lower Operating Costs of Carriers—Gulf Lines Prosperous 
—kKansas City Southern Features North and South Lines 


AILROAD operating results showed 

an improvement in March over the 

preceding month and the correspond- 
ing month of 1920 even greater than was 
generally expected, but, while there is 
reason for expecting a continued improve- 
ment, there is hardly reason for expecting 
the same rate of improvement. 

The net increase in March over Feb- 
ruary was much greater than can be ex- 
plained on seasonal grounds. From last 
October, when traffic reached a peak, the 
decline to February was much more than 
seasonal, and there is nothing to warrant 
the expectation that the volume of traffic 


By CHARLES REMINGTON 


nearer 25%. Thus, the decline in the vol- 
ume of business in March, 1921, as com- 
pared with March, 1920, was about 20%. 

In spite of the fact that there was a 
22% wage increase effective between the 
two dates, it will be seen from the table 
that operating expenses decreasd in March, 
1921, as compared with the same month 
last year. This reflects the unemployment 
of railway labor due in part to the traffic 
decline and in part to curtailment of main- 
tenance. The comparison is further af- 
fected by the fact that maintenance was 
excessive in March, 1920, and the few 
months following. On March 1, 1920, the 
railroads were returned to their owners 
under a six months’ guaranty, and the 
managements almost without exception 








OPERATING RESULTS 


March— 
Operating revenue 
Operating expenses 


Three Months— 
Operating revenue 
Operating expenses 


NOTE—Figures for January and February are 








OF CLASS 1 RAILROADS 


1921 
$434,362,000 
379,901,000 
28,292,000 
$1,310,337,265 
877, 1,209,010,791 
55,004,149 20,077,458 


final and for March preliminary. 


$1,360,020, 499 


, 














in October, 1921, will have recovered to 
the level of the same month a year ago. 

As a matter of fact, there was not even 
a seasonal improvement in March over 
February measured in gross revenue, be- 
cause the increase was hardly equal to the 
difference in the days of the two months. 
Figures on car-loadings for April indi- 
cate that the gross for that month will 
be fully up to expectations, but the net 
improvement in March was due solely to 
diminished costs, a tendency that will be 
accelerated in future months for some 
time to come. 

In comparing the gross for March, 1921, 
with that of the same month last year, it 
should be remembered that the revenues 
this year were collected from higher rates. 
The increases averaged about 35% in 
theory, but the action of state commis- 
sions in withholding permission to charge 
higher rates in intrastate traffic, together 
with voluntary reductions on certain com- 
modities and routes, makes it probable 
that the actual increase collected was 


began to extinguish the deferred main- 
tenance that had accumulated during 
Federal control. 


Improvement Over February 


The improvement in March over Feb- 
ruary is also partly apparent, although in 
some measure real. After the December 
operating results were known, most of the 
railroad managements made vigorous cuts 
in their maintenance allowances, although 
a few large and strong systems, such as 
Atchison and Union . Pacific, continued 
maintenance work unabated through Feb- 
ruary. Practically all the roads, however, 
were under-maintained in March, which 
accounts in part for the apparent net im- 
provement over February. 

On the March showing, with the known 
probable future savings in operation, my 
estimate of $600,000,000 net operating in- 
come for the Class 1 roads in 1921, made 
in the preceding issue of the Magazine, 
might appear too low, but before the es- 
timate is revised it is desirable to take 
account of the physical condition of the 
properties. The railroads were returned 
in wretched shape on March 1, 1920, and 


part but not all the deferred maintenance 
was made up in the following six months. 
Some of the managements at that time 
estimated that two years would be re- 
quired to wipe out the accumulations of 
deferred work. Except in the Southeast 
maintenance was fairly liberal in the first 
few months following the guaranty period, 
but it began to be subnormal with the de- 
cline in traffic. 

Not only are the roadways much below 
normally good condition, but the number 
of freight cars in bad condition has risen 
to 12% of the total, an excessively high 
ratio. Under these conditions, the man- 
agements, as soon as the relationship be- 
tween revenue and transportation expense 
permits, will spend abnormal sums on 
maintenance, with the result that operat- 
ing income for several months will. not 
rise as rapidly as might otherwise be ex- 
pected. 

In spite of the foregoing qualifications, 
the comparison between March and the 
two months preceding is significant. In 
both periods there was a diminution of 
gross revenue, proportionately greater in 
the first two months of the year than in 
March. On the other hand, net results in 
January and February were much poorer 
than they were in the corresponding 
months of 1920, while net results in 
March were much better than they were 
in March, last year. This is the best in- 
dication that the managements have final- 
ly gotten a grip on expenses, and holds out 
the hope that results in April will show 
the railroads definitely to have turned the 
corner. 


Prosperity of Gulf Lines 


In considering the earnings of indi- 
vidual lines for the three months ended 
March 31, the prosperity of roads run- 
ning south to Gulf ports and of the con- 
nections of such roads stands out as ex- 
ceptional. This is due to the fact that 
the differential in favor of the Gulf ports 
as against Atlantic ports on freight mov- 
ing from the north-central region, placed 
in effect during Federal control, is becom- 
ing relatively more important. The orig- 
inal purpose of the differential was to 
relieve congestion at Atlantic ports by 
diverting freight to Gulf ports, but it is 
doubtful whether the action had much 
effect until the congestion had been cured 
by other causes. 

The importance of the differential was 
first increased by the railroad rate in- 
crease and again by the decline in ocean 
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rates. In other words, the saving in rail 
transportation is relatively more important 
than it used to be, while the longer water 
haul is relatively less so. 

Frobably Illinois Central has profited 
more than any other road from this situa- 
tion, because it has the best line between 
Chicago and New Orleans. On compari- 
sons of revenue between this year and 
1920, Illinois Central does not show up as 
well as some of ‘its competitors, but com- 
parisons with earlier years show an ex- 
traordinary growth of business. This is 
probably due to the fact that Illinois Cen- 
tral got an earlier start on the new busi- 
ness diverted from Atlantic ports, while 
since the first half of 1920 competitive 
roads have been getting an increasing por- 
tion of the traffic that solicitation would 
naturally bring to them. 

Illinois Central’s March net, while 
showing a slight loss from the same month 
last year, made a gain over February. 
This company’s earnings are nothing short 
of remarkable in view of the difficulties 
under which all roads have been operating 
since their return to corporate manage- 
ment. Illinois Central's monthly net is 
subject to wide fluctuations which do not 
conform closely to the traffic fluctuations 
for the roads as a whole. This makes it 
lificult to forecast a year from a few 

onths’ operations, but on the basis of 
either the seven months ended March 31, 
1921, or the three months ended the same 
late, Illinois Central shows up sufficiently 
well. On the basis of the longer period, 
four months of which closed the year 1920, 
the company earned at the annual rate of 
$15 a share on the capital stock and on the 
asis of the shorter period, $22.75 a share. 
Even the lower rate is more than 200% 

f the present dividend requirement. 


_ Mobile & Ohio 

Mobile & Ohio, a north and south line 
through the Mississippi Valley, is the only 
part of the Southern Railway System that 

; making a fair showing. In the period 
from January 1 to May 7, Southern Rail- 
way System, apart from Mobile & Ohio, 
reported a gross revenue of $58,411,698, 
a decrease of $5,967,500 or about 9% from 
the corresponding period of 1920. Mobile 
& Ohio, for the same period, reported a 

ross revenue of $6,647,166, an increase of 
$528,644 or about 9%. Net showing of 
Mobile & Ohio is also better than that of 
the rest of the system. 

Gulf, Mobile & Northern, another prop- 
erty with a terminal on the Gulf of Mex- 
ico, has been making rapid gains in gross. 
March revenue was $344,308, compared 
with $303,064 for March, 1920, and $198,- 
481 for March, 1919. Three months’ reve- 
nue was $1,071,435, compared with $886,- 
414 for the same period of 1920 and $573,- 
642 for the same period of 1919. The 
improvement in 1920 over 1919 is ex- 
plained in part by the opening in the fall 
of 1919 of a northern extension that gave 
the company an additional 5% division of 
through rates, but this would not explain 
subsequent improvement. With most 
companies thus far this year, decline in 
traffic has fully offset last year’s rate in- 
creases, and Gulf, Mobile & Northern is 
one of the few exceptions. vol. 27, p. 384. 


Kansas City Southern 
Kansas City Southern, with a terminal 
at Port Arthur on the Gulf, is another 
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road that has profited greatly by the in- 
creased movement of freight to Southern 
ports. Its March gross of $1,810,293 was 
an increase of $310,882 over the same 
month last year, while its three months’ 
gross of $5,605,643 was an increase of 
$760,274. Kansas City Southern is one 
of the few roads that continues to save a 
substantial part of its gross for net. Op- 
erating income for the first three months 
of the year was at the annual rate of $lla 
share on the common stock. 

The improved showing of Chicago, 
Rock Island & Pacific in March was also 
due to the fact that its Gulf lines began 
to participate heavily in this business. 
Although gross for three months was off 
somewhat, March gross was $11,869,572 
compared with $10,411,137 for March, 
1920. Of the three months’ net operating 


Colorado & Southern Lines continue to 
get good net results out of a slightly de- 
clining gross. In March total revenues 
were $1,952,724 compared with $1,972,905 
for the same month of 1920. Net for 
both March and the three months was 
much larger than for the same periods 
a year ago, and for the three months was 
at the annual rate of about $10 a share 
on the common stock. 

Southern Pacific, which is fully treated 
in another article in this issue, is doing 
remarkably well in view of the difficulties 
of the general railroad situation. Of the 
others, Atlantic Coast Line earned for the 
three months at the annual rate of $12 a 
share on its stock and New York, Chi- 
cago & St. Louis at the rate of $11 a share 
on all three classes of stock. As the three 
months in question are more prosperous 








System 
Atchison . 
Atlantic Coast Line 
Baltimore & Ohio 
Canadian Pacific 
Chesapeake & Ohio 
Chicago Great Western 
Chicago, Mil. & St. Paul 
Chicago & Northwestern 
Chicago, RB. I. & Pacific 
Colorado & Southern 
Delaware & Hudson . 
Delaware, Lack, & West. ....... 
Erie 
Great Northern 
Illinois Central 
Kansas City Southern 
Lake Erie & Western 


$2,473,236 
1,261,336 


Norfolk & Western 

Northern Pacific 

Pennsylvania RB. BR. 
ette 


861,881 
1,252,231 


Southern Pacific 
Southern Railway 

Texas & Pacific 

Union Pacific 

Wabash 

Western Maryland 
Western Pacifico—D. & RB. 


prior preferred. 
increased stock issue. (f) $50 par value. 





ANALYSIS OF RAILROAD EARNINGS FOR FIRST THREE MONTHS OF 1921. 


The table which follows is compiled on the assumption that the first quarter represents 
19% of the traffic year, as it did in the test period: 


Net Oper. Def, 


(a) On all three classes of stock. (b) Exclusive"bf income bond interest. (c) Without former 


oil income and after adjustments for diminished 
(e) Inclusive of D. & BR. G. income and after proposed readjustments and 


$ per Share 


$ per Share 
on Com. 


of Pfd. 


% Charges 
Earned 

ab 12.00 

7.00 


10,00 


(a) 12.00 


2.00 

80 tis 

re 9.90 

(b) 90 et 

web (o) 6.65 

4.60 

(a) 5.00 ie 
(e) 1,20 


charges and increased stock issue. (d) On 

















income amounting to $2,104,477, $1,831,- 
648 was realized in March. 

Of two Southwestern roads—St. Louis- 
San Francisco and St. Louis-Southwest- 
ern—both conspicuous since the end of 
Federal control for their large earnings, 
the first ‘is holding up better than the 
second. Frisco’s March gross of $7,232,- 
622 compared with $7,551,495 for March, 
1920, or a nominal decrease. Cotton Belt’s 
March gross of $2,022,636 was a decrease 
of $445,676. 

For the first three months of this year, 
Frisco earned at the annual rate of about 
$9.90 a share on the common and Cotton 
Belt at the rate of $4.75 on the preferred. 
In part explanation of this comparative 
showing, however, it should be pointed 
out that Cotton Belt’s maintenance has 
been more liberal than Frisco’s. 


for Atlantic Coast Line than for most 
roads, on account of the citrus traffic and 
tourist travel, it is not reasonable to ex- 
pect a continuance of this showing. 

Virtually all the roads except those 
mentioned in the foregoing paragraphs 
earned less than their interest or dividend 
requirements.—vol. 27, p. 538. 

THE SALT IN THE SEA 

The saline matter in the ocean is suf- 
ficient to make a block of salt measuring 
4,800,000 cubic miles. If spread over the 
entire surface of the United States, ex- 
clusive of Alaska, it would form a crust 
more than a mile and a half deep. One 
per cent of the content of salt in the ocean 
would cover all the land areas of the 
globe to a depth of 290 feet—United 
States Geological Survey. 
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The New Southern Pacific 
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With California Oil Holdings Gone, Debt Reduced, Stock Increased and a Large Cash Surplus, 
What Can the Company Earn? 


iad esusde 

HE Southern Pacific Company will 

be a very different institution in 1921 

from what it has been in past years 
It will not receive the net income from 
its former California Fuel Oil Department, 
nor the dividends from the stock holdings 
of Associated Oil Company. Against these 
losses, it will receive considerable income 
from the temporary employment of the 
cash obtained for its oil properties. Charges 
will be greatly cut down through the con- 
version of the 5% bonds and from other 
savings, but dividends must be earned on 


a large stock issue. 

In attempting to forecast the earnings 
of Southern Pacific under its changed 
structure, the most important as well as 
the most uncertain item is net operating 
income of the railroads and steamship 
lines. Indeed, the same would be true 
of any railroad company, especially in 
view of recent fluctuations in railroad 
income. 

The most dependable figure for this 
purpose is probably standard return, and 
this is the one used as the basis of the 
accompanying table. The company earned 
for itself in 1917 a good deal more than 
standard return, which was the average 
annual operating net for the three years 
ended June 30, 1917. Eliminating the 
steamship lines, which were practically 
disorganized during the war, 


in 1920, although the company has not yet 
reported the amount. Beginning with 
January 1, 1921, this income accrued to 
the Pacific Oil Company. 


Non-operating Income 


Non-operating income, which amounted 
to $6,860,550 in 1919, also requires some 
adjustments. Lap-overs amounting to 
$414,834 and Associated Oil dividend 
amounting to $1,003,450, should be de- 
ducted. The first is a Government item 
which will not be repeated, while the Asso- 
ciated dividend now goes to Pacific Oil. 

The present status of Pacific Fruit Ex- 
press is uncertain, but the company form- 
erly paid 10% dividends on its $10,800,000 
stock, half of which is owned by Southern 
Pacific, and there is no reason why it 
should not do so again. The virtual ap- 
propriation of this company by the Gov- 
ernment was one of the most indefensible 
acts of the Railroad Administration. 

In common with other transportation 
property, that of Pacific Fruit Express 
was taken over by the Government at the 
beginning of 1918, and it was understood 
that the company- would receive a rental 
based on its results in the test period. 
The Director General ruled otherwise, 
however, and held that the company must 
rely on its operating income. Meantime, 
this official was responsible for this in- 
come, because he was operating the prop- 
erty and possessed sole power over the 


Following the conversion of most of 
the 5% bonds, Southern Pacific had out- 
standing $344,369,900 stock, which par- 
ticipated in the Pacific Oil plan. As the 
company received $12.50 a share, the ag- 
gregate from this source was $43,046,035. 
Interest of 5% per annum has been as- 
sumed on this sum in order to simplify 
the calculations and added to non-operat- 
ing income, but the final and actual realiz- 
ations from this new money would be re- 
flected less in additions to income than 
in deductions from former charges. 

The company expects to meet maturing 
obligations and to take up some unma- 
tured loans without going into the mar- 
ket for new money for several years to 
come. Meantime, the unemployed surplus 
will be drawing interest, so that 5% has 
been assumed on the entire amount. As 
a matter of fact, part of this money will 
be used to effect savings equal to about 
8% on the sum thus employed. Among 
the issues that have been or soon will be 
retired are $4,161,000 Houston & Texas 
Central general 4s due April 1, 1921, and 
$2,240,000 Louisiana Western first 6s due 
July 1, 1921. 


Changes in Fixed Charges 


The deductions from income in 1919 in- 
cluded several items that will not be re- 
peated, at least not under this heading. 
Among these is corporate expense, 
amounting that year to $1,489,845. This 

item is now deducted in the 








the company averaged to earn 
for the Government approxi- 
mately the equal of standard 
return for the years 1918 and 
1919. 

In the last four months of 
1920, operating for its own ac- 
count, the company 
more than the equivalent of 
Government rental. In the first 
three months of 1921 it earned 
less, but (and this is important 
to observe) the operating net 
in this period was such as to 
indicate plainly that the com- 
pany will prosper on any vol- 
ume of business and relation- 
ship of costs to rates that 
would permit 90% of the rail- 
roads to exist. Standard re- 





earned Ada: 
Pac. 
5% on new money 


ESTIMATED INCOME OF SOUTHERN PACIFIC 
On Basis of Standard Return. 


Standard return 
Nonoper. 
Deduct: 
Lap overs 
Asso. 


income (1919) 


Oil div 





Fruit Exp. div 


Total income 
Charges 
Deduct: 
War taxes 
Corporate exp. 
Lap overs 
Int. on converted 5s 


(1919) 


$2,433,618 
eoeececocceces 1,489,845 


857 
2,219,750 6,481,070 





Add: 
Equip. interest, net incr 


monthly statements under oper- 
ating expenses, as it was prior 
to Federal control. Standard re- 
turn was based on an operat- 
ing income after deduction of 
corporate expenses, and, after 
this had been made the basis 
of Government rental by law, 
the Director General decided 
that he would not pay such ex- 
penses. There was no legal 
warrant for his stand, but most 
of the railroads were so pressed 
for money that they signed in- 
equitable contracts in order to 
obtain it, and the precedent 
having been established, com- 
panies such as Southern Pa- 





Net income 
Net per share on 3,443,699 shares 


cific followed suit. 
Another item that has been 
eliminated is war taxes, 














turn was equal to 4.99% on the 





property in use during the test 

period, while the 6% permitted under the 
Transportation Act would amount to more 
than $60,000,000 on the property now in 
use. 

Taking the 1919 income statement as a 
basis of calculations, the first adjustment 
is necessary in connection with miscel- 
laneous operating in¢ome, all of which, 
amounting to $6,244,117, was derived 
from the California Fuel Oil Depart- 
ment. This sum was certainly much larger 


company’s tariffs and over the wages of 
its employees. In this position, he ad- 
vanced wages but did not increase the 
company’s tariffs as was done in the case 
of the railroads. It followed, of course, 
that the company had no income. 

With the property of Pacific Fruit Ex- 
press restored to its owners, it can be 
expected to regain its earning power and 
resume dividends, Southern Pacific’s por- 
tion of which amounted to $540,000 a year. 


amounting in 1919 to $2,433,- 
618. From a statistical point of view, this 
is not altogether proper, because there was 
no such item in the test period, but war 
taxes are now being deducted in the month- 
ly operating statements, and it is desired to 
form a basis of other income and charges 
for the purpose of calculating from those 
statements. 

Of the $45,539,000 convertible 5s out- 
standing at the close of 1919, all but $3,- 
(Continued on page 136) 
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NE of the so-called “little rails,” or 
Q non-dividend railroad stocks, may be 

bought for one or both of two rea- 
sons. A purchaser .may be seeking a low- 
priced issue that has a good opportunity to 
work itself into an. investment position, as 
Atchison and Union Pacific were bought 
years ago; or he may be seeking a market 
profit to be realized over a period of a 
few days, weeks or months. This article 
is written for prospective buyers of the 
rst classification, although speculators 
can afford to remember that intrinsic 
worth will not prevent a stock from ad- 
yancing in a general rail movement. 

The point is not so important for spec- 
ulators, however. Experience has shown 
that railroad stocks of all grades of merit 
or demerit swing together, with the occa- 
sional exception here and there of a stock 
that is run out of line by a strong pool, 
only to come down with a corresponding 
crash. Texas & Pacific, for instance, has 
never reached the investment class, al- 
though it has been subject to violent 
movements for the last forty-five years. 
[here is this difference in the two classes 
f stocks that is of interest even to specu- 
lators, namely: the meritorious stocks 
have some bottom, while the worthless 
tocks have not, as witness the smash 
last year in Denver & Rio Grande. 

These preliminary remarks are sufficient 
to show that the article is addressed 
to the long-pull phases of the subject, and 
they are made because the writer does not 
wish to be held responsible for any reader 
missing a possible upturn in Erie common, 
for instance, in the next few weeks. 

In the matter of its balance sheet, a rail- 
road today is ina very differ- 
ent position from an indus- 


Selecting Rails for a Long Pull 


Importance of Property Valuations—How the “Little Rails” Compare on Valuation Basis 





over a long period of years until it has 
re-established its surplus, or it can im- 
mediately cut down its junior stock lia- 
bility by means of a recapitalization plan. 
The first course would provide a sieve for 
future earnings, while the second would 
result in an immediate reduction of the 
stockholders’ nominal holdings. Either 
course would be painful, for there are 
instances where the equities for common 
stocks would be completely erased. 

Moreover, the earnings of such com- 
panies availab'e for plowing in will not 
be as large as formerly. With the valua- 
tions completed, these companies will be 
compelled under the Transportation Act 
to pay into the general fund half the ex- 
cess earnings over 6% on the valuations 
as found by the Commission and not on 
the property accounts as they now stand 
on the companies’ books. In short, it will 
be many years before such companies can 
pay dividends on the amounts of stock 
now issued. 

While the Class 1 roads as a whole will 
value at or near their book showings, 
some will show large excesses against 
which there will be equally large deficien- 
cies. The big Eastern systems will show 
the largest excesses. Pennsylvania Rail- 
road, for instance, shows a book equity 
for its stock of about $750,000,000, but a 
valuation will show nearer $1,000,000,000, 
or around $100 a share for the $50 stock. 
This $250,000,000 excess will act as an 
offset against numerous deficiencies of 
small roads, in making up a total valua- 
tion equal to the claims of the carriers as 
a whole. New York Central is in a posi- 
tion similar to Pennsylvania, in this re- 
spect, and these two systems represent 
about 20% of the aggregate investment in 
railroad property. 






stocks are arranged in this table on the 
single factor of valuation and without re- 
gard to any other factors, so that their 
positions in the columns are not to be 
understood as recommendations to pur- 
chase or sell. New Haven, for instance, 
which shows up well on a valuation, is 
wrong from nearly every other point of 
view. Om the other hand, Kansas City 
Southern and St. Louis Southwestern, 
whose valuations show little or nothing 
for the common stocks, have been steady 
earners for ‘several years and the stocks 
for that reason are likely to offer very 
good speculative mediums. 

To illustrate, take the five stocks listed 
in the table as “Favorable.” If all the 
factors were applied, Western Pacific and 
Chicago & Eastern Illinois (mew) could 
be shown to be attractive purchases for 
a short swing or long pull, Rock Island 
and Southern Railway, fair; arid New 
Haven, hopeless. Similarly, applying all 
the factors to the stocks listed as “Un- 
favorable,” St. Louis Southwestern, on 
account of the high rate of earnings, 
could be shown to offer a better specula- 
tion than Southern Railway. 

Among the companies listed as “Uncer- 
tain,” there is reason for believing that a 
valuation of Colorado & Southern will 
show the common stock to have an asset 
value of at least $100 a share. A great 
deal of money has been plowed back 
into this property in recent years without 
any increase in the capital liabilities. The 
same cannot be said with any degree of 
certainty of the other companies listed in 
the middle column. 

Railroad earnings are available fre- 
quently, but they also fluctuate widely. 
Official valuations, on the other hand, will 
change only slightly from additions to 
property account, once the 
amounts are established. 





trial, and it is also in a very 
different position from a rail- 
road a few years ago. On 
the asset side of the railroad’s 


Favorable 
Chicago & Eastern Ill. Chicago Great Western Ann Arbor 
Atlanta, Birm. & Atl. 
Drivth, South Sh. & 


POSITION OF RAILROADS BASED ON PROPERTY VALUATIONS. 
Unfavorable 


Uncertain 


balance sheet is an item (new) Colorado & Southern 
a “ a Chicago, R. I. & Erie 
called “road and equip Pacifi Gulf, Mobile & North, At. 


ment,” which represents the 
railroad operating property 
1ow under valuation by a 
division of the Interstate 
>ommerce Commission. 
Sooner or later, this item 
will have to be adjusted in 


N. Y., 
ford 








c 
N. H. & Hart- Minneapolis & St. 


Southern Railway 
Western Pacific 


Louis 
Missouri Pacific 
St. Louis-San Fran. 
Seaboard Air Line 
Wabash 
Western Maryland 
Wheeling & Lake Erie 


Kansas City Southern 
Pere Marquette 

St. Louis So’western 
Texas & Pacific | 
Toledo, St. L. & West. 


The figures at present are 
only preliminary or ten- 
tative, and that is the rea- 
son for not dealing with 
them more in detail. How- 
| ever, the arrangement of the 
companies under columns 
one and three are safely in- 
dicative, and it should be 
remembered that, in seek- 
ing a railroad stock to work 
into an investment position, 
= this factor is fundamental. 














accordance with the find- 
ings of the Commission sub- 
ject to the review of the _ courts. 
If the item is increased by the final val- 
uation, the present corporate surplus will 
be increased by the same amount. If the 
item is diminished, the corporate surplus 
will be diminished by the same amount, 
and the amount will be great enough in 
several instances to convert the present 
surpluses into corporate deficits. 


A Sieve for Future Earnings 


In the last described cases, which are 
more numerous than is generally sup 
posed, only two courses will be open to a 
railroad. It can plow back its earnings 
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Position of Roads on Valuations 


The appended table contains 24 rail- 
roads, whose common stocks are paying 
no dividends. Of these, 13 have been 
tentatively valued and 11 have not. The 
13 valuations show five in a favorable 
position and eight in an unfavorable. 
Reference in all cases is to common 
stocks, although there are instances, such 
as that of Duluth, South Shore & Atlan- 
tic and Toledo, St. Louis & Western, 
where the valuations wipe out the pre- 
ferred equities as well as the common. 

It should be clearly understood that the 





MISSOURI PACIFIC’S INVESTMENTS 
Missouri Pacific Railroad’s investment 
position in 1920 was greatly improved over 
1919, as disclosed by the last pamphlet 
report. The holding of Denver & Rio 
Grande common has been reduced from 
$17,295,000 to $10,000,000, the holding of 
Denver & Rio Grande first and refund- 
ing 5s has been increased from $760,500 
to $2,000,000, and the company has ac- 
quired $1,500,000 fourth Liberty Loan 
bonds and $2,000,000 U. S. certificates of 
indebtedness. It is understood that the 
company’s actual holdings of Denver 5s 
are more than double the sum disclosed. 
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Building Your Future Income 


Tear Down the Wall! 


HE particular career a man is following becomes of no 
importance. His ability to concentrate on his work 
becomes of no importance. Punctuality, good-nature, 

accuracy, self-forgetfulness—all the every-day perquisites of 
business success become valueless— 
If—or when—that man gets into a rut. 


* * & 

AMERICANS, almost from the beginning, have had a 

tremendous advantage over other people. They have 
had more fertile land. Their boundaries have been more 
clearly defined—and better protected. Whatever pride we 
may take in the marvelous growth and enrichment of our 
nation, we must concede full credit to these and the many 
other great natural advantages which we have had. 

And yet, for all of them, it is positive that our innate pro- 
gressiveness, our love of change, the capacity for adapting 
ourselves to new times and new modes Have contributed 
most largely to our success. 


* oe & 
IN its day, China—the oldest civilization—was the highest. 
But there came a time when the Great Wall was built 
around the heart of the empire—a wall that stretched for 
hundreds, perhaps thousands of miles. And this wall, suc- 
cessful for a while in protecting the people from outside 
assault, marked the empire’s doom. It kept out enemies for 
many years; but, too, it kept out new ideas; it was proof 
against the old-time engines of war—but catapults, burning 
oil, metal arrows would have been less disastrous to the 
people than the prejudice which shut them off from the new 
commerce, the new society of the world outside. 
ay te 
IN the investment world, getting into a rut is one of the 
commonest causes of failure. And, like all commonplace 
things, its significance is not fully appreciated. Do you know 
how to recognize it in yourself? 
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Suppose your first investment to have been in XL Corpora- 
tion 6% bonds. Suppose that the interest is paid you regu- 
larly for a number of years, yielding you something like 514% 
on your capital. Then suppose that you continue to invest 
in these bonds, to the exclusion of all others, simply because 
you are satished with them as far as you have gone. 

That's getting into a rut. And the danger lies in the fact 
that almost no corporation is secure from the vagaries of in- 
dustrial change. The time may come when XL’s earnings 
will be adversely affected; and you, having no holdings else- 
where, will be completely involved here; and having no 
experience elsewhere, will not know how to change your 
investment to the best advantage. 

Or take the man who has never allowed himself to become 
interested in any other nation but his own. Multiply him by 
several hundred thousand—a thing you can very conserva- 
tively do—and you have a sizable cross-section of the in- 
vesting public unaware of the possibilities which may lie in 
foreign bonds, too prejudiced to perceive such possibilities. 
Such a man will hamper the essential financing of the world 
and, what is more to the point, will ignore what may prove 
to have been a great opportunity. 

The investor whose securities go into a safe-deposit box, 
to be taken out only when coupons fall due, never to be 
analyzed or valued, is in what is probably the worst rut of all. 


* + 


| NNUMERABLE as are the ways in which an investor 
may get into a rut, there is only one way out: tear down 
the wall. 

Tear it down, because it isolates you from the rest of the 
world. Tear it down because it keeps out new ideas, new 
methods, new opportunities. 

Tear it down in the knowledge that personal prejudice or 
self-sufficiency never yet spelled success. 
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How I Became a Successful Investor 


The Story of A Specialist in Southern Pacific — Rules Suggested for Other Investors 


HEN summoned to the witness 

chair to testify as a medical ex- 

pert, the trial lawyer always quali- 
fied me first. He asked about my college 
education, hospital training and medi- 
cal experience. Now I must qualify 
as an investor. Well, 60% of my in- 
come is derived from guaranteed 
mortgages; 10% from foreign bonds; 
10% from preferred railroad stocks; 5% 
from railway bonds; 10% from equip- 
ment trust bonds and 5% from Liberty 
and Victory bonds. No savings bank 
account—no real estate—no municipal 
bonds—no oil, mining or industrial 
stocks or bonds. All my money is bear- 
ing interest. 

A Successful Investor 


Compared, or contrasted, with Per- 
kins, Choate or Morgan, my success is 
an apple a day to a dollar a minute. 
Still, I have done well enough to have 
retired, am living comfortably and help- 
ing others. 

Success is relative. On one short 
street, I know of three physicians who 
had lucrative practices; but their widows 
keep lodgers. One ‘had a gold mine in 
Alaska; a second, city lots in a boomed- 
out town; the third, shares in an indus- 
trial company that has ceased to exist. 

\ fourth physician I know of left his 
widow the interest in a profitable cre- 
mation enterprise. Another left a valu- 
able legacy to his widow in the form of 
Standard Oil bought in small lots years 
ago. 

How I Started 


My first investment was a mortgage 
of a thousand dollars on a farm I knew 
toa man I know. Had I loaned all my 
surplus on farms I knew to men I knew 
I would have been a successful investor 
without worry or anxiety. My second 
investment was a 20-year life insurance 
policy, premium twenty-three dollars a 
year. They now pay me ten a year 
and my estate will receive the thousand. 

Moved from the country to the city 
and with a medical friend bought on 
margin a good deal of stock in a com- 
pany of which we knew very little; 
managed by persons of whom we knew 
less. (General Electric in 1892 or 1893.) 
In due time we lost our money. 

We bought stock on margin for profit 
when McKinley, the advance agent of 
prosperity, was elected. Again we con- 
tributed our quota to Wall Street and 
learned that the time to buy is an hour 
before dawn—the darkest hour of the 
night; and the time to sell is high noon 
when the sun shines brightest. 


Plan Changed 
About this time I changed my plan. 
I gave up my partner. We walked and 
talked, we worked and played together 
but we bought and sold separately. 


By A MEDICAL MAN 


When I became a specialist, I gave up 
practice and studied for a year in spe- 
cial clinics and hospitals. When I 
played duplicate whist I read Hoyle; 
and when I began golf I took lessons. 
So I began to read financial papers, 
financial magazines, financial books, and 
have continued to do so for fully 
twenty-two years. I read market letters 
for a short time and studied charts and 
graphs. 

A specialist is a person who is sup- 
posed to know everything about some one 
thing. From the long list of stocks and 
bonds, I decided to know one stock well. 
After some months of study and saving, I 
selected Southern Pacific and have followed 
it closely until the beginning of the Great 
European War of 1914-1918. Have fol- 
lowed it with good results. I had it 
before it paid a dividend. I had it when 
the first dividend was declared. In 1907 
I bought 200 shares in 10-share lots 
from 66 to 79, averaging 75. Sold 150 
shares in 10-share lots at an average of 
132. The low of that movement of 
Southern Pacific was 64; the high 139. 
Invested this money in guaranteed 
mortgages at 5%. 

I still have the original 50 shares. 
The dividend on these shares yielding 
8% and the interest on these mortgages 
continues to teach me that money 
makes money and a coupon or dividend 
is the best antidote to superficial or 
ignorant speculation. 


Seed Corn 


The surplus earnings from practice 
and the income from the mortgages 
plus the dividends from Southern Pacific 
was the seed corn for another invest- 
ment in Southern Pacific. Seed corn 
was also my capital. If I had spent all 
I earned I might still be solvent; I 
might still have credit and a good repu- 
tation; but I would have no seed corn. 
Seed corn is capital. There is no better 
definition. 

Before it can grow and flourish, the 
seed corn must be planted—then the 
planter must work and wait for the 
harvest. With corn there is a time to 
sow; a time to wait; and a time to reap. 
So in Wall Street markets. But with 
corn you know the regular seasons of 
the year for sowing and for reaping. In 
the market you must select the time for 
planting and the time for the harvest. 


Profits Into Guaranteed Mortgages 


I continued the plan of investing the 
money from the sale of Southern Pacific 
into guaranteed mortgages and then 
taking surplus earnings and other in- 
come for another investment in South- 
ern Pacific. Repeated this process a 
number of times until 1914. 

Then in 1915, I bought Anglo French 
5s. After maturity, October, 1920, I 
purchased with the money French and 
Norway 8s. 

In 1916 I purchased United Kingdom, 
1921, 5%s. Am converting them into 


a ee 
equipment trust bonds paying 7% and 
running from ten to fifteen years. 

After we entered the war, I purchased 
all issues of Liberty and Victory bonds. 
Bought the French, British and Ameri- 
can war issues from a sense of duty to 
the cause of civilization. 

Since the armistice had been study- 
ing and thinking and waiting for an op- 
portunity for investment in a new field 
—that of railway bonds. The May, 
1920, issue of THe MaGazine or WALL 
StreET—its bond number—was of un- 
usual interest and timeliness. Some 
articles were read twice. Figures were 
verified and much thought given to 
their import. As a result I have pur- 
chased several bonds and have every 
confidence that the future will prove 
the wisdom of this action. Look at the 
May number and you will realize that 
the present quotations demonstrate the 
value of the articles written in that 
month. 

Rules 

To summarize my experiences: 

1. While saving money, study finance 
and markets in the same manner you 
studied for your business career, or for 
your professional calling. 

2. Choose one stock and know all 
about it. Remember the phrase “be- 
ware of the man of one book.” 

3. Determine to make your own de- 
cisions, just as you make them in your 
own sphere of life. 

4. A physician charts your tempera- 
ture, your pulse rate and number of 
respirations per minute. By the bed- 
side in the hospital, he learns to read 
a chart and to know the value of each 
record. In the same way, you can keep 
a record by graphic chart of the price 
of your chosen security; the volume of 
the sales each day in busy times; each 
week in quiet times, and the net earn- 
ings of the stock. This is work for 
your hand. To know how to read the 
chart is work for your head. So think! 

5. Buy and sell in ten-share lots. 
You can distribute or accumulate con- 
siderable money by this method. When 
you believe that the top or the bottom 
of a market movement is near, deal in 
10-share lots. You will be following 
the traditional policy of the Rothschilds 
“never buying at the bottom, nor sell- 
ing at the top.” You will never be 
wondrously successful to be sure; but 
neither will you need first aid to the 
injured. 

6. Arithmetic, algebra and trigonome- 
try are exact sciences. You may use 
arithmetic for your profits, algebra for 
your losses and trigonometry for your 
income tax. Medicine or Wall Street 
are not exact sciences. Neither are 
politics, business, ethics, or economics. 
They are studying, thinking and wait- 
ing, with freedom from the strain of 
toil and from the fret of care as the 
ultimate goal. 
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The Story of Mark and Simon 


How Two Brothers Went Out in Search of Fortune and What Happened to Them 


IMON and Mark, so the story goes, 

were twin brothers. They had been 

raised on a farm; and when the time 
came for them to go in search of fortune, 
they were big, strapping fellows, glowing 
with health. 

Simon decided to work in a huge ship- 
yard as “unskilled help.” His brother 
scoffed at him. 

“Why,” asked Mark, “do you go into 
a place like that where you'll have to work 
continuously eight, maybe ten hours a 
day; where you'll never be able to keep 
your hands clean; and where you'll be so 
tired when evening comes that you won't 
have energy enough left to go out and see 
people?” 

Simon didn’t answer quickly. He was 
what they call a “slow-witted” fellow— 
which means that he thought before he 
spoke. Finally he said: 

“Well, Mark—it’s this way with me. 
I’ve been used to hard, physical labor all 
my life. It’s the kind of work I’m fitted 
for. The way I am now I could outlast 
any man in any plant in the country, I 
think. You can’t tell me that that doesn’t 
make this sort of work the kind for me 
to do!” 

Mark laughed again. 

“All right, Simon,” he said. “Go on with 
your old factory. As for me, I’m going 
into a big office in the city; and I’m goin’ 
to live.” 

The War Comes Along 


The story goes on to say that the two 
brothers had worked at their respective 
tasks for about five years when the war 
broke out. Both of them were engaged 
in “essential occupations,” as it happened 
—Mark in the office of a large chemical 
company; and Simon in a great shipyard. 
And so they were not called to join the 
colors. 

The Liberty Bond campaigns came 
along; and the very first campaign marked 
a turning point in their careers. 

Mark had always been an easy spender. 
The carelessness of city life had gotten 
into his veins; also much of the air of 
boredom, cynical indifference which men 
who have to live in crowds acquire. And 
so the excitement of the Liberty cam- 
paigns moved him but little. 

Mark bought one $50 bond from an at- 
tractive movie star who button-holed him 
in his office; but he never got the thrill of 
the thing sufficiently into his system to 
make him buy more bonds on his own 
initiative later on. 

Simon, on the other hand, who had 
risen to a foreman’s job by dint of hard, 
unremitting work and who was drawing 
down a fabulous salary, was just begin- 
ning to expand a little mentally when the 
bond selling began. Slowly the significance 
of the addresses permeated his system. 
For the first time he began to realize 
something of the economics of modern 
life—something of the responsibilities of 
a citizen to his government, as well as of 
the possibilities that lie in investing. 
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By PERRY A. EMERSON 


One day he went to his*‘banker. Simon 
could go to a real banker because he had 
one of the largest individual deposits of 
any workman in the district. 

“I don’t s’spose there’ll always be Lib- 
erty Bonds to invest in, will there?” asked 
Simon. 

“Well,” replied the banker, “there’ll 
always be Government bonds of one sort 
or another. But there certainly won't 
ever be another chance in your lifetime to 
get ’em so cheap.” 

Simon thought for a moment. Then— 

“Well, but I s’spose that, just as the 
Government has to sell bonds cheap now, 
there'll always be some other—er, or- 
ganization that'll be fixed so it has to do 
the same thing?” 

“Right!” agreed the banker. “That's 
where the man who knows how to invest 
has a big advantage. You take the rail- 
roads, now % 

And so it was that Simon had his first 
lesson in finance. 

He followed the lesson up with sev- 
eral more. He began to read investment 
literature that his banker suggested to 
him. Painfully at first, but with ever-in- 
creasing ease, he absorbed the rudiments 
of finance, then its finer points and finally 
its intricacies. 

Simon’s first security purchase, outside 
of Liberty Bonds, was U. S. Steel Siak- 
ing Fund 5s. He never had cause to re- 
gret this investment. Then he tried a 
few railroad bonds—issues that he had 
selected after laborious study of the 
Manuals and much painful figuring. These 
afforded him his first thrill. One of the 
bonds rose ten points within a few weeks 
of its purchase; the other one moved up 
several points. 

Simon didn’t lose his head at this stage. 
Nor did he sell his bonds. “I bought 
these bonds,” he reasoned, “because I be- 
lieved they would be worth twice what 
they cost within five years. A hundred 
per cent on my money at the end of five 
years will probably mean more to me 
than 20% just now. They’re moving in 
the right direction and the railroad situa- 
tion is clearing up. I’ll stick.” 

Then Simon decided that he knew 
enough about the market to buy and sell 
securities for short swing profits. He 
got up a series of graphic charts on active 
issues that interested him most; and, with 
these as a check and his own ever-increas- 
ing knowledge of economics and finance 
as an inspiration, he bought and sold at 
intervals of two or three months. 

He wasn’t always right; but it was re- 
markable how seldom he was wrong. 


An Executive Conference 


It wasn’t long after this that Simon be- 
came General Superintendent of the yards. 
Mixing with investments had given him 
a taste for the better things of life; neat 
clothes, careful but active living, had set 
him apart from his comrades and made 
him their logical “boss.” 


As superintendent, he was called one 
day into an executive conference. Mul- 
halley, president of the yards and one of 
the greatest steel salesmen America has 
produced, presided over the meeting. 
Altogether there were fourteen men in 
the conference. 

“Simon,” asked Mulhalley, “how much 
more work can you get out of our men?” 

“I might be able to crowd a few more 
minutes into every hour,” responded 
Simon, “but—————” 

“But what?” said Mulhalley. 

“I wouldn’t do it—if I were you, Mr. 
Mulhalley,” answered Simon. 

“Well—well—why not?” 

“It’s this way,” went on Simon, slowly, 
“Your shipping boom is at its peak. Prices 
hitched a trifle last week for the first 
time in four years. You're going to strike 
rough going in another year at the latest. 
You'll have to cut down expenses—and it 
won't be easy if you’ve been pushing your 
men to the limit in the meanwhile.” 

It is recorded that fourteen men, who 
had been reclining comfortably in four- 
teen chairs, sat bolt upright on hearing 
Simon’s words. 

“Where do you get your information, 
Simon?” asked Mulhalley. 

Simon grinned, and skillfully dodged 
the question. “I never could handle that 
bunch, Mr. Mulhalley,” he said, “if | 
didn’t keep track of things. That mix-up 
last week, now—we stopped that by show- 
ing the men great big charts with this 
company’s net earnings in one line, and 
its labor costs in another. They never 
knew before how much of our $40,000,000 
worth of gross business was being eaten 
up by costs.” 


The Last Chapter 

There isn’t room to tell all the rest of 
this story. We'll have to skip to the last 
chapter. 

It was fourteen months later. The man 
who had foreseen the collapse in ship- 
ping rates, and who had impressed four- 
teen directors with his timely warning, 
now had a desk in the executive offices. 
A little brass name-plate was there with 
his name on it and “Vice-president” 
printed underneath. 

An instrument on his desk buzzed 
Simon answered it. A voice told him 
there was a man outside looking for a jo) 
in the plant. 

“Send him to Jackson,” said Simon. 
Jackson was the day foreman. 

“He insists on seeing you,” answere! 
the voice. “Won't give his name but says 
you'll understand when you meet him.” 
“All right,” agreed Simon, “send him 
in.” 

A few seconds later, the door to Simon's 
office opened. A thin, drawn man, wit! 
what had once been an immense physique, 
stepped in. 

“I thought, Simon,” said Mark, “that 
maybe it wasn’t too late for me to.start 
over your road.” 

“Never too late, Mark,” said Simon. 

“Tell me, Simon—how did you do it?” 
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“Well, Mark,” replied Simon, “I started 
in at something I could do as well as any- 
body else in the yards. And then—well, 
I bought a Government bond.” 

“So?” echoed Mark, “Did you make 
money on it?” 

Simon smiled. “I didn’t buy it to make 
money. I bought it to help win the war. 
The reason it helped me move up was be- 
cause it opened my eyes to what was go- 
ing on around me. It was my first glimpse 
into the world’s business—the business 
that makes or breaks concerns like ours.” 


“I had a bond too, once,” said Mark, 
athetically. 


“Well—did you hang on to it?” 

“No,” replied Mark. 

“Will you buy another if I give you a 
job here?” 

Mark stared at his brother. 

“Why—maybe, -er, yes, sure I will. 
But what for?” 

“Well,” said Simon, “I’m no financier, 
even if I am a rich man today. But I 
know the difference between the mental 
attitudes of men who own Government 
bonds and men who don’t know what a 
Government bond is. Somehow I’ve got 
a let more faith in the first group.” 

It is recorded that Mark bought his 





bond and got his job. But he never held 
the investment. He hadn’t learned how. 
> » - * * 

Once in a while nowadays, Simon goes 
down to look over the yards. He sees his 
brother, with his hands dusty and grimed, 
treading the same ground, trying to do 
the same jobs that Simon used to do. But 
Mark is not young and strong as was 
Simon when he did these jobs. He has to 
rest often. And always at the sight of 
Mark, resting between jobs, Simon thinks 
back to the words his banker used when 
he bought his first railroad bond: 

“Right! That’s where the man who 
knows how to invest has a big advantage.” 


The Mortgage Investor 


Article [V—Duties of the Trustee—Things He Is Not Responsible For — Self-Protection for the 
Mortgage Holder 


E spoke of the deed of trust and 

the trustee in the last article, and 

howed how this trustee was the one to 

whom the mortgagor corporation makes 

1 mortgage as a convenient basis for the 

issuance of bonds. Let us consider this 
trusteeship briefly in this article. 

Though in form a trustee is the 
mortgagee, yet he is acting for a number 
of people. He accepts slight responsi- 
lity. Unless the corporation makes a 
lefault to the bondholders, the trustee has 
no active part to play. 

Now the mortgage from the corpora- 
ion to this trustee constitutes the basic 
ontract between all the parties, and js a 
more involved instrument than a simple 
mortgage. There are so many decisions 
and statutes that it is difficult exactly to 
ocate the reasons for every provision in 
he instrument. Where an instrument of 
this kind is drawn in a haphazard way it 
leaves loopholes for law suits. The 
writer has seen a mortgage of this kind 
as a basis for corporate bonds, containing 
250 pages of printed matter. 

The duties of the trustee are usually 
et forth in the instrument. It is the 
preference of trustees to have their duties 
and obligations clearly recited so that 
there may be no dowbt about them. A 
trustee wants to be as free as possible 
from liability. The fees usually allowed 
to trustees for their services are too small 
to warrant them in undertaking the duties 
of their office unless they know exactly 
what is expected of them. 


The Trustee’s Duties 


The trustee is concerned with the terms 
and conditions of the mortgage, which 
differ, of course, according to the terms 
of the bargain between the corporation 
and the investor. In most instruments the 
trustee is liable only for wilful misconduct 
or gross negligence. He is not under 
obligation to take any steps toward the 
enforcement of the terms of the trust 
unless the bondholders first indemnify 
him. It is not his business to begin an 
action on default unless a large number 
of the bondholders request him to do so. 
He is protected in acting on any notice 


provided for in the indenture which he 
regards as genuine. He is not responsible 
for the validity of the instrument, nor for 
the value of the bonds. He is not re- 
sponsible about the sufficiency of the 
security; and whether the mortgage is re- 
corded or not is none of his concern. He 
is not responsible for taxes or for insur- 
ance or for debts or damages or salaries 
arising during any period covered by his 
connection with the business. He is not 
concerned legally in the matter of the 
application of the proceeds of the funds, 
and he has a right to rely on resolutions, 
or a certified copy of them, of the board 
of directors of the corporation, and he 
may assume the validity of these certified 
copies. 


Can Hold Bonds 


It may be agreed between all the parties 
that any definite action taken by the 
trustee upon the consent or at the request 
of any bondholder shall be conclusive on 
a future holder of the bond, and there. is 
nothing to prevent a trustee from owning 
bonds and coupons of the corporation for 
whom he acts, and in this ownership he 
has the same rights as if he were not the 
trustee. 


If a substantial number of the bond- 
holders desire the removal of a trustee, 
they can bring it about by written request, 
and then his successor may be appointed. 
The law also provides for the appointment 
of a temporary trustee by the corpora- 
tion whose business may be to act until 
the bondholders make another appoint- 
ment. In such an instance the trustee who 
succeeds to the office has all the rights and 
titles and interests and obligations in and 
to the mortgaged property that his prede- 
cessor had. This predecessor must turn 
over to his successor all moneys belong- 
ing to the corporation and must execute 
any papers or instruments necessary to 
establish the rights of the succeeding 
trustee. 

Recently these mortgages very often 
permit the trustee to merge or consolidate 
with another corporation of a similar 
nature. If he does this with the proper 
warrant, the new company resulting from 
the merger or consolidation shall be 


clothed with the duties and the privileges 
of the original trust. The things which 
the successor trustee may do or not do 
are also usually provided for in the in- 
strument, as, for instance, that it shall 
have its principal office or place of busi- 
ness in a certain place, or that it be 
organized under the corporation laws of 
a certain state, or that it may have a 
certain specified capital and surplus. 

The acceptance of a trust by a trustee 
is generally made the subject of an ex- 
pressed stipulation. 


Safeguarding One's Self 


It probably is impracticable for an 
ordinary bondholder to examine the mort- 
gage or the indenture, which is the basic 
contract, and from which proceeds the 
validity of his bond. Still, he ought to 
know something about it. If he knows 
something about it, he may discover 
certain rights that it would be to his own 
advantage to exercise, and he may dis- 
cover provisions which would make it 
dangerous for him to do or not to do 
certain things. It is well to understand 
the particular instrument, for the pro- 
visions vary in‘every mortgage. Many 
bondholders are negligent in keeping their 
bonds, and in registering them and trans- 
ferring them, and in collecting coupons. 
Of course, all hands try to do the right 
things, and courts of equity are constantly 
trying to locate the kernel of justice, but 
it pays to know and it pays to be careful. 
Where mortgage bonds are bought from 
a reliable and established house, most of 
these things can be taken on faith, for it 
is assumed that such a house knows how 
to do things right. 

If bondholders have reason to believe 
that the trustee is acting contrary to the 
terms of the mortgage contract, they have 
the right to go to court with their 
grievances. The court may compel the 
trustee to do or not to do certain things. 
Courts have compelled a trustee to take 
possession of a railroad and to operate it 
when such action would better conserve 
the interests of all the parties, and when 
the order was permitted under the terms 
of the mortgage. 





Points for Income Builders 


How “Rights” Are Figured—Puts and Calls Explained—The Theory of Rediscount Rates 


HE method of figuring rights illus- 

trated in the accompanying diagram 

will interest stockholders in the Amer- 
ican Telephone & Telegraph Co., particu- 
larly at this time. 

This company has voted to offer $90,- 
000,000 new stock at par to its stock- 
holders of record May 20, in the ratio 
of 1 new share for every 5 shares owned. 

Following the procedure shown in the 
diagram, the “rights” accruing to stock- 
holders, as a result of this action, are 
evaluated as follows: 

Assume the stockholder to own 100 
shares of American Telephone & Tele- 
graph costing him the recent price of 
$106 per share, or a total cost of 100x106 
==$10,600. 

He is privileged to subscribe to new 
shares in the ratio of 1 new for every 
5 old shares held—that is, in his case, 
20 shares. 

These new shares he can 


readable book, “The A B C of the Federal 
Reserve System” (Princeton University 
Press) : 


“Under the old banking system 
time of emergency, each bank held tight its 
own reserves or, to change the figure, ‘sat firmly 
on the lid.’ In the controversy for banking re- 
form, which culminated in the federal reserve 
act, the advocates of a single central bank con- 
tended that a system of eight to twelve banks 
like that proposed in the federal reserve bill 
would perpetuate the old evil by leading the same 
sort of scramble for reserves, in time of emer- 
gency, among the different federal reserve banks, 
that had formerly existed among the individual 
banks of the country. Specifically to meet this 
danger a_ provision was inserted in the act 
(Section II) empowering the federal reserve 
beard ‘to permit, or, on the affirmative note of 
at least five members of the reserve board to 
require federal reserve banks to rediscount the 
disccunted paper of other federal banks at rates 
of interest to be fixed This means 
that in case there is an exceptionally heavy de 
mand for reserve money in any section of the 
country—a demand heavier than the banks of 
that section can reasonably meet—the reserve 
banks in other sections where money is more 
plentiful will come to the rescue, either volun- 
tarily or under compulsion of the federal reserve 
beard, and will rediscount the paper of the re- 
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investors. They are intended al- 
most entirely for and used almost ex- 
clusively by the active trader in specu- 
lative securities. 

For active traders, they provide (1) a 
means of limiting losses and (2) a means 
of “getting in on” an extended move in 
a stock without actually buying the 
shares. 

No better name for puts and calls could 
be coined than that of “privileges.” 

We will suppose that Mr. Trader is 
the holder of 100 shares of U. S. Steel. 
He believes this stock to be in a good 
position; but he is not willing to trust 
his own judgment entirely. He wants to 
allow for the possibility of being wrong. 

Mr. Trader will go to a _ reputable 
dealer in puts and calls. By “reputable” 
we mean one whose privileges are guar- 
anteed by a New York Stock Exchange 
house. No lesser will suffiee. 

He will purchase a “put” on 100 shares 
of U. S. Steel. The put 








purchase at par (100); so 
the amount to be paid for 
his new allotment will be 
20x100 (par), or $2,000. 

This makes the total cost 
to him of both his old and 
new shares $10,600 plus 
$2,000, or $12,600. Thus, 
he will have 120 shares in 
all, costing him $105 per 
share. 


HOW TO FIGURE “RIGHTS” 


Take the cost of 100 shares of present 
stock, say, 120 

Add to it the amount to be paid for the 
new allotment of stock, 


shares at 100 


say, 10 


Total cost 


Subtracting this cost per 
share ($105) from the cost 
per share of his original 
holdings (106), his rights 
are found to be worth $1 
apiece. 

Rights to subscribe to 


Divide the total cost by the number of 
shares; this will give you, viz., 110, 
and you have the value of your new 
stock, per share 

Deduct this from the present price of the 
stock (120) and you have the 


present value of the rights 


118.1818 


new stock offerings, since 
they have real value, are 
dealt in on the market just 
as actual securities are 
dealt in. In the case of 
American Tel. & Tel., the 
rights sold on the New 
York Curb Market, on the 
day the announcement of 
the new offering was made, 
at between 62%c and $1 
apiece. They fluctuate, 
of course, in direct accord 
with fluctuations in the 
shares. 

Lightning calculators 
have been known to make 
pretty profits from dealing 





This will reduce your cost to 


Proof: 


If you buy the rights on 100 shares at 
$1.8181, your outlay will be. . 

This will entitle you to subscribe to 10 
shares of new stock at par, costing. 


Total cost of 10 shares 
Equal to a Price of $118.18 


If you buy 10 shares of present stock at 
120 it will cost 
You can sell your rights for 


Equal to a Price of $118.18 


181.81 
1,000. 
1,181.81 


1,181.81 


will entitle him to demand 
payment for 100 shares of 
Steel at a given price. 
Then, should Steel decline 
past that price, Mr. Trad- 
er’s losses will be limited 
to the difference between 
the original cost of the 
Steel and the price men- 
tioned in the put. 


More explicitly, let’s as- 
sume that Mr. Trader 
bought his 100 shares of 
U. S. Steel at 90. Also as- 
sume that he buys a put on 
the stock at 85. Assume 
further that the stock be- 
gins to decline. Mr. Trader 
doesn’t need to worry be- 
cause he knows his losses. 
will be limited to the dif- 
ference between the orig- 
inal price of the Steel—90— 
and the price mentioned in 
the put—85—or 5 points. 

The advantage of this 
“privilege” method over the 
stop-loss method is obvi- 
ous. If Mr. Trader “stops” 
his Steel at 85, and the 
stock goes down through 
that figure, it automatically 
becomes released for sale 
and is sold. If, on the 
other hand, he has pur- 


1.8181 











in rights—buying and selling 





chased a put at 85, a de- 





them according as they get 
out of line with the price of the old 
shares of the company involved. 


THE REDISCOUNT RATE 


Reductions in the rediscount rates of 
several Federal Reserve Banks in re- 
cent weeks has been hailed as a fore- 
runner of a definite change for the bet- 
ter in the financial situation. Income 
builders will be interested in the follow- 
ing analysis of “rediscounting” contained 
in Professor Kemmerer’s remarkably 


106 


serve bank in the section under financial stress. 
This process, of course, will cause a flow of cash 
from the reserves of the former banks to the 
reserve of the latter, thereby easing the money 
market in the threatened section.” 


PUTS AND CALLS 


Numerous inquiries indicate that many 
of our readers want a little light shed on 
the meaning and uses of “puts” and 
“calls.” Hence the following: 

Privileges of this sort, except in very 
isolated cases, have no usefulness to 


cline in the stock to below 
that figure does not affect the 100 shares 
he owns; it simply means that a profit 
will pile up on his put which will counter- 
act all further losses on the shares owned. 
Should the Steel stock dip just to 84, 
and then recover to Mr. Trader’s orig- 
inal price of 90, he will still own his 
original stock (not having been stopped 
out); and instead of having lost 5 points 
as the result of being stopped out, he wil? 
simply have lost the cost of the put. 
A call is the exact opposite of a 
put. 
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Bonds and Stocks 





American Agricultural Chemical Co. 








Virginia-Carolina Chemical Co. 





Fertilizer Business Subnormal 


Farmers’ Retrenchment Cuts Down Demand—Leading Companies Strongly Fortified — Shares 


HE commercial fertilizer industry in 
this country is more than a half- 
century old, and the use of these 

products has been constantly increasing. 
In 1859, the Government figures show that 
the value of the entire output of the fer- 
tilizer factories was only about $891,000, 
whereas, in 1914, the value had increased 
to the huge sum of $153,196,000. 
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By far the largest quantity of fertilizer 
in early years was used in a rather nar- 
row strip of country along the Atlantic 
seaboard: The South Atlantic States show 
a higher rate of increase in such expen- 
ditures than any other section of the 
country; in fact, the three states of North 
Carolina, South Carolina and Georgia use 
more than a third of the entire consump- 
tion in the United States. However, the 
West is becoming educated to the value of 
these products, and demand from this sec- 
tion promises to increase to large propor- 
tions in the future. 

In an accompanying chart is shown the 
ten-year average yields of lint cotton per 
acre in Texas and Arkansas, where no 
fertilizer is used, and in the Carolinas and 
Georgia, where they are used extensively. 
A steady increase in production is shown 
in the Southeastern States, where ferti- 
lizers are employed; while in the South- 
western States, where the soil is compar- 
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Appear to Be Scraping Bottom 
By C. L. JAMES 


atively new and no fertilizer is used, a 
rapid decrease in yield per acre is observed. 

Of course, the first-settled and longest- 
cultivated parts of the country use the 
greatest quantities of fertilizers. These 
regions lie nearest the big centers of 
population, that is, the centers of con- 
sumption. These regions also produce 
crops of the greatest acre value, and are 
so . located that the ton-mile distances 
which it is necessary to transport fertil- 
izer are generally less than such distances 
for transporting the crops from the non- 
fertilizer-using portions of the country. 

Where the price of land increases, when 
the cost of labor becomes greater and 
when the crops are of higher value, it be- 
comes more and more important that max- 
imum production shall be obtained; and 
for these reasons, it is true in the United 
States as it is in Europe, that a large 
consumption of fertilizers usually goes 
hand in hand with a highly developed and 
intensive system of agriculture. On virgin 
soils, commercial fertilizers are usually 
superfluous, but as the loss of plant food 
takes place with each successive crop, 
restitution of the necessary elements must 
be made 

Natural fertilizers, while improving the 
condition of the soil as well as furnish- 
ing plant nutriments, do not adequately 
meet the situation. Here is where ¢com- 
mercial fertilizers come in. They are 
particularly useful in that they present 
readily available food to the -plant as it 
is beginning growth, when a deficiency in 
the food supply is likely to produce a 
permanent injury. Furthermore, there 
are many special crops which require 
more of one plant-food element than an- 
other, and the needs of these can best be 
met by the use of commercial fertilizers 


American Agricultural Chemical Co. 


The American Agricultural Chemical 
Co. was organized under the laws of 
Connecticut in 1899, and its business con- 
sists in the manufacture and sale of 
chemical fertilizers, bone-black, glue and 
allied products. 

The company owns or controls a large 
proportion of its raw supplies, and for 
this purpose holds the rights to exten- 
sive phosphate properties in Florida and 
Tennessee, where deposits of high-grade 
phosphate are sufficient, it is estimated, to 
meet the requirements of this business for 
more than a century at the present rate 
of consumption. _In the Florida district 
alone the company has more than 120,000 


acres of land estimated to contain over 
85,000,000 tons of phosphate rock. 

In addition to the above mentioned 
properties, the company secured in 1914 
large concessions from the Spanish gov- 
ernment in territory where an important 
discovery of potash salts had been made. 
So far as can be ascertained, the deposits 
on these lands are in every way similar 
to those of Germany and lie at consider- 
able less depth. This opens up a new 
source of supply for a product which has 
hitherto been regarded as a German 
monopoly. 

The plants of the American Agricul- 
tural Co. are well located, attention 
having been given to placing them con- 
veniently near the centers of the various 
agricultural districts throughout the 
United States. This distribution of plants, 
together with their modern construction 
and up-to-date facilities, has been a ma- 
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terial factor in the company’s remarkable 
earning power. 

The company has paid regular divi- 
dends at the-rate of 6% per annum on its 
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cumulative preferred ever since incorpo- 
ration in 1899, while dividends, in varying 
amounts, have been paid on the common 
since 1912. The recent payment of the 
dividends on the junior issue was made 
in common stock since it was necessary to 
conserve cash. The action of farmers 
in holding their products for higher prices 
and in asking for further time to liquidate 
their indebtedness to the company, made 
this policy in regard to dividends advis- 
able. 

The earnings of American Agricultural 
Chemical have shown up remarkably well. 
During the past ten years, over $16 per 
annum has been earned per share on 
the average preferred stock outstanding; 
while almost $14 per annum has been 
earned on the average common. From 
1914 to 1920, the net working capital in- 
creased from about $29,400,000 to over 
$39,400,000, and now that the recent 
financing has been completed, this work- 
ing «capital amounts to more than $55,- 
000,000. Consequently, the corporation is 
in excellent financial shape and well able 
to bear the burden of any delay in col- 
lections. 

Since organization the losses from bad 
debts .have been less than one-half of one 
per cent, which is a remarkable average 
and shows the high credit standing of 
the buyers of their products. 

The management has been very pro- 
gressive, and since establishing its Agri- 
cultural Service Bureau for the benefit 
of the farmer, it has demonstrated by 
many field experiments in several far 
western States, where little or no fer- 
tilizer had heretofore been used, that the 
yields of grain, potatoes and other crops 
could be increased from 50% to 75% by 
the use of a moderate amount of fertilizer. 
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As a result, the company’s business in 
those sections is steadily growing, and as 
the needs arise, plants are suitably located 
so that they can obtain an economical 
distribution of their products. 


Price Range 
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Virginia-Carolina Chemical Co. 

The Virginia-Carolina Chemical Co. 
was incorporated in 1895 as a consolida- 
tion of numerous manufacturers of acids, 
chemicals, fertilizers, etc., and owns or 
controls numerous plants, mines and. re- 
fining works for the manufacture of its 
products. It also owns and operates 
large pyrites mines, producing a big pro- 
portion of the pyrites used by it in manu- 
facturing sulphuric acid, and in addition 
has various foreign potash, sulphur and 
other properties. 

Most of its plants are located in the 
South, where the consumption of fer- 
tilizer is largest. This industry has been 
growing rapidly in that section of the 
country, not only among cotton and 
tobacco producers, but also among the 
grain-growing districts. 

Among the company’s important sub- 
sidiaries are the Southern Cotton Oil 
Company and the Charleston Mining and 
Manufacturing Company. 

The former concern manufactures and 
refines cottonseed oil, lard compounds and 
other by-products, among which is the 
famous Wessen Oil; and control rests 
with this company for deodorizing and 
clarifying cottonseed oil by the Wessen 
process. The latter company owns exten- 
sive phosphate lands and operates plants 
for mining, preparing and shipping phos- 
phate rock. 

The earnings of the Virginia-Carolina 
Chemical Co. have held up well. The 
average annual amount earned per share 
on the preferred for the past ten years is 
over $22, while the said average on the 
common is about $10 per share. The 
dividends on the 8% cumulative preferred 
have been paid regularly since iricorpora- 


(Continued on page 5a) 
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Answers to Inquiries 


NEW YORK RAILWAY 


As to the Adjustments 
hold some New York Railway Adj. 5% bonds 
ing around 5. They cost 16%. Please write 
your opinions of these bonds and what is the 
e of property back of bonds? Do you think 
increase in fares will be granted? Would 
. advise holding the bonds?—G. T. F. 
New York Railway adjustment income 
of 1942, are a low-grade security. The 
uity underlying this issue is thin and 
ey are rated as having only limited 
speculative value. They are a lien on all 
e company’s properties, but are subject 
three other issues aggregating $23,411,- 
200, which are none too firmly secured. 
[hey are also being rated as second and 
hird grade mortgages. The question of a 
fare increase is involved in_ litigation 
which, so long as the present city admin- 
istration is in power, will be carried to 
- highest courts. However, in view of 
the high price you paid for the bonds, we 
em it best for you to hold them for a 
tter selling opportunity. 


SOUTHERN RAILWAY 
The Best Switch 


have 15 shares of Southern Railway Pre- 
rred, purchased at 57. In view of no action 
ng taken on the preferred dividend, I am 
nsidering the advisability of switching into 

e of the following: 

Chinese Railway 5s. 

St. Lewis & San Francisco Income 6s. 

Seaboard Air Line 6s. 

Vy desire, of course, is to switch into a se- 

rity having equal safety~but with a better 

spect of oe As dividends and increasing 
value.—R, 

Of the owe bonds mentioned in your 
letter we prefer St. Louis & San Fran- 
cisco income 6s to the others. A switch 

om Southern Railway preferred into 
this security seems advisable, as the earn- 

igs of the Frisco System have been very 
itisfactory and with the return of more 

ormal business should show further im- 
rovement. Chinese 5s advised by us be- 
tween 38-40 are now 48 and still well re- 
varded. We do not care for Seaboard 
\ir Line 6s at present. F 

Denver Rio Grande Ist and refunding 
s, selling around 46 would also be a de- 
irable substitute for your Southern Rail- 

ay preferred. They pay interest and 
ilways have. You should know, how- 
ver, that the present plan calls for the 

xchange of these bonds for 50% new, 
5% new mortgage bonds and 50% of 7% 
umulative new preferred stock. 


TEXAS PACIFIC COAL & OIL 
Held for Four Months 
The writer is heiding at the present time the 
‘ollawing lots of Texas Pacific Coal & Ow, and 
he has held same for some four ~= A unable 
make a turn-over. He wishes to take advan- 
tage of some other opportunities that look bet- 
ter just now and is desirous of having your 
1dvice as to the possibilities of this stock. 
20 shares TXX, price 32% 
50 shares TXX. price 30. 
50 shares TXX. price 29%. 
50 shares TXX, price 29. 
10 shares TXX, price 26%. 
w ¥? Te sie 6 price 25. mee 
ill you kindly advise at your ear conveni- 
ence your recom s as to above? —C. H. G. 


You have, through a process of aver- 
aging, acquired 190 shares of Texas Pa- 
cific Coal & Oil costing you approxi- 
mately 2934 per share. After holding this 
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stock as long as you have, we would not 
deem it advisable for you to sell out now, 
providing you are willing to go on with 
what must be rated as a speculation. The 
future of Texas Pacific, as we see it, de- 
pends largely on the company’s ability to 
locate desirable new properties in which 
to invest its substantial funds—a fact which 
was well brought out in a review of this 
company published not long ago in this 
Macazine. It is a remarkably well-man- 
aged concern, however, and there is much 
to be said in its favor. 


In your operations from now on, inci- 


dentally, we would not advise you either 
to concentrate all your funds in one issue, 
as you seem to have done; nor to “aver- 
age down” quite so determinedly. 


INTERBOROUGH RAPID TRANSIT 
Report on 3-Year Notes 


We should be pleased to receive from you a 
report on the present status of the Interborough 
3-year 7% notes, maturing September 1, and 
whether, in your opinion, these will be taken 
care of at maturity.—R. L. & Co. 


Interborough Rapid Transit 7% notes 
due September 1, 1921, are a direct obliga- 
tion of the company and are secured by 
pledge of $61,249,000 of its Ist and re- 
funding 5s, 1966. The amount of these 
notes outstanding is $39,190,000. 

At the present time, the Interborough 
continues to show substantial deficits from 
operations in its monthly returns and in 
view of the somewhat limited chances of 
an increase in fares in the near future, we 
doubt that payment of these notes at ma- 
turity will be made. However, we feel 
that an understanding will probably be 
reached, whereby the noteholders will 
agree to an extension. 

Of course, if by any chance an ad- 
vance in fares should become effective 
before September 1, the company would 
have less trouble in securing the neces- 
sary accommodations to permit meeting 
this obligation. Its credit would become 
stronger on potential earnings. Such a 
development, however, appears to be be- 
yond reasonable hope, and we therefore 
feel an extension of the notes is the best 
that can be expected. 


CHANNEL CHEMICAL COMPANY 
May Possess Merit 

I have been approached bv Denver brokers 
relative to purchase of some of Channel Chemical 
Company of Ill. Class A common stock, now being 
issued by the above concern I am enclosing 
their prospectus and will be pleased to have your 
advices before making any commitment. The 
figures set forth in the prospectus are apparently 
satisfactory, although the item of over $2,000, 
for patents, trade-marks, etc., seems to loom up 
rather large. This item, however, may be jus 
tified on account of the co mpegs presumably 
lerge outlay for advertising.— 

In looking over the circular matter of 
the Channel Chemical Company, we are 
inclined to agree with you in your estima- 
tion of the company, especially the $2,- 
000,000 item covering patents, trade-marks, 
etc. We also feel that sight should not 
be lost of the fact that this security is 
not listed, and therefore does not possess 
the market ability of many preferred 
issues dealt in on the New York Stock 


Exchange, of equal intrinsic merit, such 
as General Motors preferred or Interna- 
tional Motors preferred. 

The demand for the company’s product, 
to be sure, seems to be growing rapidly, 
and apart from the disadvantage of not 
having good marketability, it seems to 
possess merit. Yet we would not person- 
ally make an investment in Channel 
Chemical just now. 


ATLANTIC FRUIT COMPANY 


bought one $500 Atlantic Fruit 7% bond, 

1934, at 97. They are selling at about 
; " Weule you advise buying one more at 55?— 
M. M 


Atlantic Fruit Company debenture 7s 
of 1934, for which the present price is 
$52, are fairly well secured. While the 
company enjoyed a fair degree of pros- 
perity during 1920, its recent earnings are 
thought to have been less satisfactory, 
though the outlook for this year’s fruit 
crop is said to be better than last year’s. 
These debentures have never been re- 
garded as a first class issue, though they 
stood well among second grade securities. 
The situation in Cuba and the West 
Indies is still bad, and as a result the 
company’s business has suffered. 

At the present time we would not aver- 
age on these bonds, as the prevailing quo- 
tation for them would seem to indicate 
the possibility of adverse developments. 
Pending some further news regarding the 
company’s earnings, financial status and 
future prospects we would advise putting 
your $225 into Liberty bonds, which are 
safe and sure and the very best thing for 
an income-builder like yourself; or you 
can buy two American Telephone convert- 
ible 6% bonds in $100 pieces at about par. 
They are very sound. 


$ cries 


SHOULD HE SELL OUT? 
Holds a Speculative List 


I would like to have your opinion vegarding the 
following securities and at the same time to know 
if vou think I would do better to sell them of 
switch them: 

20 American Ship & Commerce... 

10 Virginia Carolina Chemical 

20 Columbia Graphophone 

10 Vanadium 

25 American La France 

Kindly advise me if you think I ~ ever be 
able to make up my losses even if I wait for a 
number of vears.—M. L. 


We have carefully looked over the list 
of securities you submitted to us, and in 
view of the very high prices at which you 
hold most of them, we feel it will be best 
for you to hold them during the next few 
months. As we anticipate a better market 
from now on, it would seem to us poor 
policy to consider a change in your posi- 
tion, now that the market is so low after 
maintaining it so long. In view of the change 
for the better that we feel will come in 
security prices as a whole, we consider it 
best for you to keep your line intact. We 
hope you realize that you have speculated 
rather than invested when you bought 
such stocks as Vanadium and Columbia 
Graphophone. American Ship & Com- 
merce, by the way, you will find re 
viewed elsewhere in this issue. 
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Stocks That Seem Too High 


Frank Notes By Members of Our Staff As to Securities They Would Not Recommend at Present 


Levels 





abilities of certain securities. 





forecast their immediate price movement. 


The following notes reflect the frank, personal opinions of Staff Writers regarding the long-range prob- 


Present market position of these securities is, to a great extent, ignored; and there is no attempt to 
The effort is simply to review certain phases im the affairs of the 


companies mentioned which our writers do not consider favorable and which would restrain them, per- 


sonally, from advising purchase of the shares at current levels. 
Of course, the fact that a security is mentioned in these notes does not in any way reflect on the 
integrity of the company behind; and, if any exaggerations or unfair arguments be detected, they will be 


promptly and speedily corrected.—Editor. 








WHEELING & LAKE ERIE RAILWAY 
COMMON 


HEELING & LAKE ERIE RAIL- 

WAY common stock is among the 

securities the writer would not rec- 
ommend to those who are seeking a low- 
priced issue in the expectation that it 
might work into an investment position 
within the next generation, 

This company is carrying 477 miles of 
road, together with equipment, in its 
property account at $78,194,000, or about 
$164,000 a mile, and it is doubtful whether 
a valuation will show more than half that 
sum, 

Including controlled lines, carried as 
investments in securities, Wheeling & 
Lake Erie owns 532 miles of road. 
Against this property, the following debt 
was outstanding at the close of 1919: 
Bonds and notes 
Equipment certificates 
Unfunded loans, private 
Unfunded loans, Government. . 


1,034,000 


The $50,417,000 obligations senior to 
the common stock are at the rate of $95,- 
000 a mile, while the $83,923,000 total 
obligations, including cumulative dividends 
in arrears, are at the rate of $158,000 a 
mile. 

Estimating from the valuations of sim- 
ilar properties in the same region, it is 
clearly conservative to opine that Wheel- 
ing & Lake Erie is not worth $75,000 a 
mile. Hence, there appears little equity 
in the property for the 6% preferred 
stock, to say nothing of the common.— 
R.—vol. 27, p. 762. 


NIPISSING MINES COMPANY, LTD. 


Nipissing’s statistical and financial re- 
ports have made a favorable showing so 
far as current operations are concerned, 
and its production during the month of 
December, 1920, was the highest on 








$24,582,000 


The foregoing debt is at the rate of 
$46,000 a mile on the property covered 
directly or indirectly, including equipment. 

Following these obligations, Wheeling & 
Lake Erie has outstanding $11,882,000 
prior preferred 7% stock that began to 
accumulate dividends on November 1, 
1916. Thus, on May 1, 1921, 31%% in 
dividends were in arrears, and this sum, 
amounting to $3,743,000, will have to be 
paid before any earnings can accrue on 
the 6% non-cumulative preferred, to say 
nothing of the common. Moreover, when 
dividends are five years in arrears, as they 
will be on November 1, next, it is pro- 
vided that the holders of the prior pre- 
ferred shall elect a majority of the board 
of directors, by virtue of which they will 
exercise complete control of the company. 

In considering the present position of 
the common, the following obligations 
must be taken into account: 

Funded and unfunded debt... .$24,582,000 
Prior preferred 
Prior preferred dividend in ar- 


3,743,000 
10,210,000 
$50,417,000 


Six per cent non-cumulative 
preferred 


Total senior to common 
Common stock 


Total liabilities, including back 
dividends 
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record. However, a comparison of pro- 
duction statistics during the past two 
years indicates that the company’s produc- 
tion ability is on the wane. Nipissing’s 
silver output has decreased during the last 
three years, and this decrease has been 
particularly noticeable since about the 
middle of 1920. It is well known to those 


familiar with the physical condition oi 
this great silver producer’s properties, 
that the company’s available ore reserves 
have been decreasing at a rapid rate 
during the past few years, and that the 
company’s supply of silver ore is now 
roughly estimated at about $4,000,000. 

During the past two. years, Nipissing 
has been active in its efforts to secure 
promising silver properties in Canada and 
the United States. Many prospects have 
been examined by the company’s engineers, 
but only a few of them have been con- 
sidered seriously enough to warrant the 
expenditure of money for developments 
Most of this exploratory work has proved 
disappointing. 

During 1919 the company began to con- 
sider the advisability of entering the oil 
business, and acting on technical advice, 
acquired under lease, certain oil land in 
Texas. This property was drilled, but 
without encouraging results, and the oper- 
ations were finally discontinued. The com- 
pany has also undertaken the exploration 
of oil property in Kansas, where more 
satisfactory results have been attained. 

The company has also become inter- 
ested in magnetic iron ore properties at 
Brewster, New York, and these holdings 
are reported to contain over 6,000,000 tons 
of commercial iron ore. 

Knowledge of the company’s decreas- 
ing reserves of silver ore, and its efforts 
to secure new properties and go into new 
enterprises, has been responsible for the 
recent decline in the market price of the 
company’s shares. In view of all the facts 
available, it appears that the shares are 
to be regarded as speculative at this time, 
and in view of the uncertainty regarding 
the company’s future prospects, the writer 
would not recommend the shares for in- 
vestment purchase—W.—vol. 25, p. 481. 


JEWEL TEA COMMON 


The rise in this stock from 4 to 11% 
cannot be explained on the grounds of an 
improvement either in the company’s 
financial or trade condition. During 
1920 the company incurred a net loss of 
$2,183,500, and it is still operating at a 
loss, although at the beginning of the cur- 
rent year it appeared as if the corner had 
been turned. From late indications, Jewel 
Tea is still handicapped by adverse trade 
conditions, and it seems improbable to the 
writer that the balance of the year will 
produce sufficiently good results to offset 
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the unfavorable showing of the early 
months. 

There are $3,000,000 serial 6% notes, 
due finally 1922, and $3,640,000 preferred 
stock ahead of the outstanding $12,000,000 
common stock. There is no equity for 
the common stock unless an item of $12,- 
000,000- good will be included. It will 
probably be agreed that this item is of 
doubtful value. 

No dividends have been paid on the 
preferred stock since October, 1919, and 
none has ever been paid on the common 
stock. Before the preferred stock can 
again be placed on a dividend basis, it 
will be necessary for the company to pay 
off the balance of its $3,000,000 6% notes. 
On May 1, it met $750,000 maturities of 


this note issue by borrowing from the 
banks. The company will probably be 
able to pay back this loan by the time it 
is required to make its next semi-annual 
instalment on November 1, and probably 
will be able to make final payment on 
the total outstanding notes on the due 
date, which falls May 1, 1922, or about 
a year hence. In the meantime, dividends 
on the preferred stock will more than 
likely have to be deferred, assuming that 
the company does not earn this year much 
more than sufficient to take care of its 
notes and bank obligations. 

On that basis, it will be seen that the 
chances of the common stock’s participat- 
ing in the earnings of the company are 
indeed slim, at least for a period of years. 





The stock is now selling at about $9 a 
share and has fluctuated erratically this 
year between 4 and 113%. There are 
several good issues in par value of $10 
on the New York Stock Exchange, which 
can be had at a few dollars more a share 
and these issues pay dividends of a mod- 
erate amount. I should prefer to invest 
in them. 

Considering the unfavorable trade posi- 
tion of its company, the comparatively 
large amount of its note and bank obli- 
gations, the fact that the preferred stock 
has a prior claim to earnings, and the 
microscopic asset value of Jewel Tea 
common, the latter appears to be unat- 
tractive even at the current low price.— 
K.—vol. 26, p. 916. 


Stocks That Seem Too Low 


American Ship, Computing-Tabulating and California Packing Believed Intrinsically Cheap 


AMERICAN SHIP & COMMERCE 


NE of the most attractive of the low- 
QO priced stocks selling on the New 
York Stock Exchange—a_ stock 
which the writer considers very cheap at 
current prices—is American Ship & Com- 
merce. The company’s principal assets 
consist of the ownership of about 70% of 
the outstanding shares (stock and voting 
trust certificates) of The William Cramp 
& Sons Ship & Engine Building Co., prac- 
tically all of the outstanding stock of the 
Shawmut Steamship Co., 65% of the 
class “A” shares and 95% of the class “B” 
shares of the American Ship & Com- 
merce Navigation Co., and various other 
properties, including the valuable business 
property at 39 Broadway, New York 
City. Total assets of the company as of 
September 30 last were equivalent to 
about $60,649,000. Deducting all prior ob- 
ligations, this leaves about $20,631,000 for 
the 669,243 shares of outstanding stock, or 
about $30 a share. This compares with a 
present market price of about $10 a share. 
Owing to the slump in the shipping in- 
dustry and the general slump in the stock 
market, American Ship & Commerce stock 
is now selling at close to the lowest price 
its history. The range for this year 
has been 634-11%. In 1919 it sold as 
high as 47%, so that at present prices of 
about 10 the stock may be considered to 
be practically at the bottom. 

During the first nine months of 1920, 
the company reported net earnings of 
$1,163,883, equivalent to $1.74 a share. On 
a yearly basis, this would amount to 
$2.32 a share. The present year will 
probably not be a prosperous one for the 
shipping industry, and it is doubtful that 
the company will be able to make a better 
showing than last year. However, Amer- 
ican Ship is rich in resources, has 
about $11,000,000 in cash, securities and 
outstanding demand and short-term loans, 
and should be able to encompass the diffi- 
culties of the present unfavorable period 
without suffering financially. 

The American Ship & Commerce is a 
comparatively young organization, but it 
has an extremely efficient and far-seeing 
management and powerful banking sup- 
port. Present activities are concentrated 
on building up the company, and in time 
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American Ship & Commerce should be- 
come one of the three or four most im- 
portant steamship concerns in the world. 
This, I believe, is the ultimate objective 
of the management. 

It is to be doubted that any dividends 
will be paid on the common stock for a 
long period; all earnings will probably be 
ploughed back into property, with a view 
toward expansion. This, of course, is the 
manner in which our largest and most 
successful enterprises have been developed. 
—T.—vol. 24, Pp. 768. 


COMPUTING, TABULATING AND 
RECORDING 


This company owns practically all the 
stock of three successful subsidiaries, in- 
cluding the Tabulating Machine Company, 
the Computing Scale Company of Amer- 
ica and the International Time Record- 
ing Company. 

The Tabulating Machine Company man- 
ufactures tabulating and sorting machines, 
card and supalies, used for classifying 
and tabulating statistical information. The 
machines are used extensively by the 
Government, railroad and insurance com- 
panies and many large industrial corpora- 
tions. The company’s sales have increased 
regularly and substantially since 1915. A 
large part of its income is represented by 
rentals, against which there are no manu- 
facturing costs. 

The Computing Scale Company of 
America controls five companies engaged 
in the manufacture and sale of computing 
scales and store fixtures. It operates 
plants located at Dayton, Detroit and 
Toronto. 

International Time Recording Company 
manufactures time clocks, stamps and sim- 
ilar devices, including a coaster recorder 
used by large traction companies. 

The gross business of Computing Tabu- 
lating & Recording has expanded some 
350% since 1915, and all three subsidiaries 
have contributed to this growth. The 
company’s sales have increased from 
about $2,000,000, in 1912, to some $18,000,- 
000, in 1920. A larger output is planned 
for the current year. 

The three main products of the com- 


pany are entirely diverse in character, 
but they all contribute to the precision 
required by modern business methods; 
and the rapid increase in gross sales indi- 
cates that the demand for them is subject 
to continual growth. 


The company had no war orders, and 
the sales figures reflect a steady upbuild- 
ing of normal sales, 


Since Computing Tabulating enjoys 
through its patents a practical monopoly 
of its chief products, it is in a position 
to adjust prices gradually to meet lower 
costs, and is not likely to be forced by 
competition to accept severe inventory 
losses. 

The margin of profit is higher than 
that of most manufacturing enterprises, 
and indicates the advantages derived from 
the company’s patents, and also from the 
fact that a considerable part of its rev- 
enue is in the form of rentals. 

Since the stock was listed in 1915, the 
undistribtued earnings have aggregated 
something over $4,000,000, or better than 
$40 a share. Little of this is to be found 
in plant account, but it is about evenly 
distributed between inventory account and 
notes and accounts receivable. The in- 
ventory is divided evenly among raw ma- 
terials, goods in process and finished 
product, and the total equals only about 
two months’ business at the current rate. 


In view of the company’s substantial 
tangible assets, its regularly increasing 
surplus and its large and regularly in- 
creasing earnings, the $4 dividend inaugu- 
rated in 1916 seems entirely secure. 


The company’s 6% bonds at 8&2 yield 
7%4%. The interest was earned eight 


times last year, and has never been earned 
less than twice in any year since organiza- 


tion. The principal amount of the issue is 
fully covered by current assets, and is 
being steadily reduced by the sinking 
fund. The bonds are a safe and desirable 
investment at current levels. 

The common stock sold recently at 42, 
where it offers good opportunities as a 
4% industrial stock in a company whose 
outlook is for prosperous growth—W.— 
vol. 25, p. 808. 

(Continued on page 138) 
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Low-Priced Stocks 


Their Appeal to the Speculator—Fluctuations Much Greater, in Proportion to Invested Capital, 
Than Those of High-Priced Issues—A Table of Results for the Current Year 


Editor’s Note: Low-priced stocks are s 


By E. D. KING 


uggested to the speculative element in the accompanying article 


because of the relatively greater profits their fluctuations offer as against fluctuations im high-priced securi- 
ties. Although repeatedly stated in the article, the point may be emphasized here that trading in securities 
of this type is recommended only for those with ample idle funds. On the other hand, it is only fair to say 
that a stock need not necessarily be undesirable because it sells at a comparatively low figure. 


HERE are as many “systems” of 

making money in the stock market 

as there are would-be solvers of 
the European problem; and, like the 
latter, they are generally fallible. It is 
therefore with due diffidence that the 
writer submits the following “method” 
as one of those roads which, if followed 
by a man with his eyes open and his 
tread cautious, may finally enable him 
to reach that goal of his heart—financial 
independence. 

When we were quite young, there 
were always certain mysterious books 
carefully kept out of reach and which 
we were sternly forbade to read by 
watchful parents. They were not 
“good” for children. In the same way, 
those whose limited resources require 
their following only the straight and 
narrow road of investment might be 
counseled to disregard this article; for 
the policy it suggests is nothing more 
nor less than speculation in its frank- 
est form. It is not “good” for small 
investors. 

Having warned the small investors, 
however, it may be said that specula- 


Accepted standards of “value” must 
be discarded before one can get in the 
proper mood to deal successfully in 
these low-priced stocks. One must not 
go ahead with the idea of finding some 
security selling at $1 a share which is 
intrinsically cheaper than U. S. Steel 
at $80. 

It is from an entirely different angle 
that the low-priced stocks must be 
selected; viz., the purely practically 
consideration that, regardless of in- 
trinsic value, stocks of this class fluc- 
tuate with the rest of the group. It is 
in these sympathetic fluctuations, irre- 
spective of intrinsic merits, that their 
profit-possibilities reside. 

There has never yet been a rising 
market which did not finally bring into 
the trail of its bullish enthusiasm all the 
so-called “cats and dogs.” Correspond- 
ingly, there has never yet been a bear 
market which did not wreck the pros- 
pects of low-priced stocks. Yet, on the 
general principle that it is dangerous 
to sell low-priced stocks short, the 
writer would advise the prospective 
speculator to limit himself, in his deal- 
ings in these securities, only to the long 
side of the market. 


Therefore, it is inadvisable for the 
speculator to buy such securities unless 
he is financially warranted in doing s« 
Humanly, it seems unfair that only the 
wealthy man or the man in good finan- 
cial circumstances should be the only 
one in a position to profit by the oppor 
tunities offered by low-priced stocks 
This is unfortunate, but the man i: 
moderate circumstances had better ash 
himself whether he would not prefer t: 
forego such opportunities in order t 
stay on the safe side. 

By low-priced stocks, I mean stocks 
selling at between $5 and $25. When a 
stock gets down to below $5 or so : 
share on the Stock Exchange, it is gen 
erally so worthless as not to be worth 
consideration, yet even such securitie: 
may bring good profits as in the case oi 
D. & R. G. pfd. Curb stocks and the lik« 
are also excluded from this discussion 

Comparisons 

Eliminating all questions as to values 
and risk, a comparison between the fluc 
tuations of medium and _ high-priced 
stocks and those which are low-priced 
reveals the fact that the latter incom 
parably offer the greatest percentage oi 
profit. In the table herewith, I have 











Range for 1921 
Low — High 
se — 96 
95%4—108% 
Am. Tobacco . 112%—127% 

Anaconda . 88%— 42% 

Baldwin .. 8&2%— 94% 

Mexican Petroleum .... 187%—167%4 

Studebaker 43%— 93% 

U. 8S. Indust. Alcohol... 58%— 74% 
U. 8. Rubber 6244— 79% 
U. 8. Steel T7%— 86% 


Am, Tel, 





Advance 
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COMPARISONS OF FLUCTUATIONS 


MEDIUM AND HIGH-PRICED STOCKS 


Point Percentage 
Advance 


Am, Ship & Commerce 


Jewel Tea common ... 
Jewel Tea pfd. 
Keystone Tire 
Montgomery Ward .. 
Pierce-Arrow 

Saxon Motors 


Total— 177% 


Average Advance— 27.4% 


LOW-PRICED STOCKS 


% % 
&%— 17% 
14%— 25 
19%— 42% 
2%— 6% 


Total— 


Average Advance— 132.9% 














tion in low-priced stocks on the New 
York Stock Exchange offers one of the 
prettiest ways of making money known 
to Wall Street. The profits derived 
from this sort of market operation are 
really enormous, if you “hit it right.” 
On the other hand, the risks involved 
are greater than those involved when 
you speculate in high-priced stocks; be- 
cause low-priced issues have fallen from 
their high estates as the result of a 
series of developments which cloud the 
outlook of the companies they repre- 
sent; when one buys them he takes a 
greater chance of buying into trouble; 
high-priced stocks reflect, as a general 
rule, a strong company with prospects 
generally agreed upon to be good. 
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Who Shall Buy Low-Priced Stocks? 

As previously explained, the purchase 
of low-priced stocks paradoxically 
enough is accompanied by great haz- 
ards. There have been innumerable 
instances of stocks selling down to a 
dollar or two per share, whose com- 
panies were finally forced into receiver- 
ship, ultimately wiping out the equity 
behind the stock. This is a contingency 
which must be considered, and as the 
chances of some such event happening 
are not remote, especially when a stock 
sells down to a dollar or two a share, 
it would obviously be the height of folly 
for anyone to speculate in such an issue 
unless he or she were in a position to 
stand the possible loss. 


selected 10 high-grade speculative se 
curities selling on the average above $7( 
a share and 10 low-grade securities sell 
ing on the average below $15 a share 
These are purely hand-picked securities 
of course, and it would be possible tc 
get up a list of securities where the fina! 
resulting figures with regard to fluctua- 
tions would be considerably different 
Yet, under any circumstances, the dif- 
ference would certainly not be great 
enough to invalidate the conclusion that 
the greatest percentage profits are in 
the case of the low-priced stocks. 

In order to make the discussion of 
current interest, I have limited the price 
range to this year’s figures. The strik- 
ing point brought out by the table here- 
with is that where the total points 
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pr it for the high-grade stocks were 
177's against 9734 for the low-priced 
stocks or approximately 80% as much, 
the total percentage profit for the low- 
priced stocks was 1329% against 274% 
for the high-grade stocks, or approxi- 
mately 400% as much. In other words, 
there was five times as much profit in 
the low-priced stocks as in the others. 
The actual average profit on the better 
s* stocks was 27.4% as compared 
an average profit of 132.9% in the 
of the low-priced stocks. 
would be possible to go back fur- 
into Stock Exchange history and 
out that the greatest profits in 
\rtion to invested capital were in 
low-priced stocks. This does not 
that such occurrences as Marine 
mon selling from % to above 60 
common but there are plenty of 
neces of low-priced stocks showing 
fit of 200% and 300% and even 
within a comparatively short 
id, at the same time that their high- 
d brothers were showing profits 
at the best of only between 25% 
50%. 
1 point profit on a stock selling 
50 is only equivalent to a profit of 
but the same point profit on a stock 
lling at 10 is equivalent to 10% profit. 
st $1,000 in a stock selling at 50 and 
get 20 shares if you buy outright. 
st the same amount in a $10 stock 
you get 100 shares for your money. 
| point profit on the 20 shares brings 
. profit of only $20, but a 1 point 
t on the 100 shares brings in a 
ht of $100. 


Care in Buying and Selling 


ile the profits in per cent derived 


low-priced stocks are much 

ter than those derived from high- 

d stocks, the fluctuation in points 

much smaller in the case of the 

er as compared with the latter. It 

refore necessary to buy closer to 

ywest level and sell closer to the 

st level with regard to the low- 

d stock. A difference of 3 points 

‘ price paid for a stock selling at 

- 70 does not matter much with 

rd to profits especially if there is a 

ble swing of 15 or 20 points to be 

For example, it is relatively un- 

}ortant whether the trader pays 70 or 

1 Studebaker, if he sells it at 

93. On the other hand a differ- 

of 3 points in a stock like Saxon 

d make all the difference between a 

very large profit and a possible loss. 

Thi: stock, for example, sold this year 

as low as 2% and as high as 6%. If 

the trader paid 554 for this stock in- 

steal of 254, he would have obviously 

lost most of the possible profit. Of 

course, the man who paid 5% for this 

stock probably thought that he would 

get twice as much for it later on but 

the chances were already against him 

as the stock had already more than 

doubled in value by the time he bought 

it. Therefore, I would suggest that a 

low-priced stock which had already 

shown a considerable advance would 

hardly be a proper medium for specula- 
tion. 

The reader will infer from this that 
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in order to trade profitably in low-priced 
stocks he will have to get as close to 
the bottom price as possible. No one, 
of course, can tell what the lowest price 
for a stock will be, but it is possible 
to come pretty close to this price, if 
the speculator exerts patience and waits 
for his opportunity. Every decline has 
its end and generally the end of a de- 
cline is indicated by the fact that little 
stock is to be had at the prevailing 
figures. 

Sometimes, after such a decline, a 
stock will not appear on the tape for 
days. This is generally a good sign of 
the sold-out condition of the stock and 
as a rule is the time when it should be 
bought. It is at that point that the 
prospective speculator requires the 
greatest patience because, as generally 
happens, his stock will continue 
obstinately at or about the lowest 
levels, although the rest of the market 
has already advanced considerably. 
But if he holds on, he will find his 
patience rewarded for his stock wil. al- 
most inevitably rise in sympathy, if be- 
lated sympathy, with the other stocks 
in its group. There are occasions, of 
course, when such a stock will not 
move at all or even move contrary to 
the market. An instance of this has 
been the behavior of Continental Candy 
which has persistently sold at 14—1% 
for months, although practically all 
other stocks advanced. But, as this 
company is in receivership, the stock 
is not considered attractive even as a 
speculation, which accounts for its fail- 
ure to advance with the rest of the 
market. 

It would be a good thing to avoid 
stocks of companies which are in re- 
ceivership or which are about to enter 
receivership no matter how low the 
price. This situation leads to annoy- 
ing complications, including possible 
assessments and reorganizations and 
the like. Furthermore, since everyone 
knows the- situation, it is very difficult 
to attract buying into the stock. This 
class of securities should be avoided. 
On the other hand, there are many 
other low-priced securities whose com- 
panies are not in receivership and which 
are not likely to be forced into such 
humiliating proceedings so that they 
are not handicapped by potential bank- 
ruptcy. The greatest profits among the 
low-priced stocks are to be found in 
this class of security. Among the stocks 
in this group are American Ship & 
Commerce, Keystone Tire, Hupp Mo- 
tors, Marine common and others. 

If the investor is unfortunate enough 
to buy one of these stocks just before 
they commence another decline, he is 
very likely in a position to “get hung 
up” for an indefinite period as these 
issues show as a rule very little re- 
cuperative power, unless there is a 
broad upward movement in the entire 
stock market. This is a situation which 
the speculator should avoid at all 
hazards as it is very disheartening to 
be loaded up with stocks which insist 
on clinging to their lowest prices, and 
besides it is expensive on account of 
the fact that in the case of non-dividend 
paying stocks capital is tied up without 


drawing interest. The best plan would 
be to wait until the market has definite- 
ly indicated its readiness to enjoy a 
more or less prolonged movement and 
then to buy the most promising of the 
low-priced stocks. For example, the 
recent prolonged rise in the motors 
without a corresponding rise in some 
of the low-priced issues in this group, 
should have been a signal to take on 
some of these stocks. For example, the 
rise in Studebaker and Chandler was 
followed only after a comparatively 
long interval by Pierce-Arrow Republic 
Motors and others in this class. It was 
inevitable that these low-priced motors 
should have been affected by the great 
strength in the high-priced issues in this 
group, and their rise was not surprising 
to those who understand the movements 
of low-priced stocks. 


Conclusion 

In concluding, it would be well to 
point out again that speculation in the 
low-priced issues while many times ex- 
ceptionally remunerative should only be 
done on a systematic basis. Even in 
these issues there should be no indis- 
criminate buying. To as great extent 
as possible, values should be considered, 
although as pointed out in the above 
this has little to do with the fluctuations 
in these issues, except in the case of se- 
curities whose companies are actually 
in default. 

The man who is a bona-fide investor, 
because he must be, should avoid these 
securities at all costs. They are essen- 
tially speculative and only the person 
in a position to withstand a possible 
loss should consider their purchase. 
Even in such case, it would be inadvis- 
able to use more than 20-25% of one’s 
free funds for such a purpose. As in 
most forms of speculation, the requisites 
are capital and patience with special 
emphasis on the latter. The man who 
wants “action for his money” could not 
do a more inadvisable thing than to 
speculate in these securities. But where 
patience is great and capital not too 
limited, I know of few better ways of 
making money in the stock market 
than to buy low-priced securities of the 
more attractive sort when the surrounding 
circumstances are favorable. 





NORWAY’S TRADE IMPROVES 


Improvement in the trade 
balance, which began in the summer of 
1920, has continued, according to the 
Christiania representative of The New 
York Trust Company, and in the five 
months following last September the ad- 
verse balance was reduced by 509,000,000 
kroner. 

Monthly imports during 1920 averaged 
213,000,000 kroner, or 125,000,000 kroner 
in excess of exports, The monthly excess 
was reduced in January last to 53,000,000 
kroner, and imports for that month were 
82,000,000 kroner less than those for the 
corresponding month last year. Farmand 
calculates the total imports for January, 
1921, at 121,000,000 kroner, and the ex- 
ports at 68,000,000:—The N. Y. Trust Co. 
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Alaska Gold Mines Company 








From Gold Mining to Paper Making 


Transformation of Alaska Gold Believed to Contain Possibilities— The Company’s Experiences 


HE recent announcement that the 
Alaska Gold Mines Company will 
discontinue mining and milling op- 

erations about the end of May is no sur- 
prise to those who have followed the ca- 
reer of this interesting project, which has 
been successful from a purely operating 
standpoint, but a failure as a commercial 
enterprise. The mine has been operated 
cleverly, and very low costs have been 
secured under adverse conditions, and 
great credit is due to those who have had 
in hand the working out of the company’s 
metallurgical problems. However, it 
must be admitted that the promoters of 
the enterprise, together with their tech- 
nical advisors, committed a blunder in 
overestimating the average value of their 
available ore reserves. It is true that they 
tackled a difficult problem in attempting 
to determine the average value of large 
bodies of low-grade gold ore, known to be 
so low that a material deviation in average 
value from the estimated average would 
mean the difference between profit and 
loss. It is apparent from the results ob- 
tained, that the average value of the ore 
was overestimated, presumably because of 
inadequate sampling, or because unwar- 
ranted assumptions were based on the 
samples taken. Those who made the 
original estimate were to some extent pio- 
neers in attempting to estimate the aver- 
age value of large bodies of low-grade 
ore by means of samples which could not 
be entirely representative of the large 
volumes of material included in the esti- 
mates. 


At the time the 


in Mining 
By C. S. HARTLEIGH 


ly 75 cents per ton. The estimates of cost 
of operating have been corroborated by 
results attained during the past several 
years, but, unfortunately, the big ore body 
failed to maintain the average value as- 
signed to it. 


What the Company Has Accomplished 


The accompanying table of operating 
results illustrates what the company has 
accomplished under the most able man- 
agerial and technical direction. The very 
low costs attained show what the company 
might have accomplished had the big ore 
body behaved according to estimates. The 
accompanying graph, illustrating the price 
range of the company’s shares, portrays 


ALASKA GOLD 
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-Price Range- 


the early confidence and enthusiasm ex- 
isting then as to the company’s prospects, 
and the subsequent disappointment and 
discouragement on the part of the stock- 
hoiders, as these emotions have been re- 
corded by the market. 

During the year 1920, 1,966,357 tons of 
ore were broken in the mine, and 2,134- 
049 tons were trammed to the oreways, 
leaving a total of 440,326 tons of ore re- 
maining in the stopes. It is reported that 
there are many millions of tons of broken 
ore and rock remaining in the old caved 
areas, but it is impossible to either meas- 
ure the quantity or determine with ac- 
curacy the average value of this addi- 
tional tonnage. It may be safely presumed 
that most of it is either so low grade, or 
is now so thoroughly mixed with low- 
grade wall rock, that there is no hope of 
treating it at a profit. Under the existing 
costs of labor, material and operating con- 
ditions in general, even the best of this 
ore cannot be mined and milled to advan- 
tage. No prospecting or development of 
any new ore bodies was undertaken dur- 
ing the year. 

During 1920, the mill operated 361 days 
and treated 2,133,458 tons, or an average 
of 829 tons per day, as against an average 
of 6,169 tons per day for the year 1919. 
The gross value of the ore was 87.5c per 
ton, as compared with &2.6c per ton for 
the previous year. The cost of mining 
was 46c per ton as compared with 44c 
per ton for the previous year. The cost 
of milling was 29c per ton, as compared 
with 27c per ton for the previous year 
Total operating expenses amounted to 83c 
per ton, as compared to 78c per ton for 
the year 1919. 

Metallurgical results compared favor- 
ably with the previous year. Gross re- 
covery of all metal was 79.66%, as com- 
pared with 79.34% for the year 1919, An 
analysis of the company’s cost record 
shows that if the 
prices for labor and 





present organization 





was promoted, the 
public came to be- 
lieve that the com- 
pany controlled an 
immense ore re- 
serve, hav ing an 
average value of 
about $1.50 per ton, 
and that the aver- 
age cost would be 





ALASKA GOLD'S RESULTS 


Value 
Recovered 
Per Ton 
$0.94 
0.97 


Average 
Value 
Per Ton 
$1.16 
19 


Total 
Expenses 
Per Ton 


$0,71 


the price of mate- 
rials had been the 
same as in the year 
1915, the total cost 
of mining and mill- 
ing operations for 
the year 1920 would 
have been 58c.,’ in- 
stead of 83c. This 
serves to illustrate 














(Cont’n’d on p. 144) 
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Miami Copper Company 





Prosperous Despite Depression 


Miami Continues Operations While Other Properties Are Shut Down — One of the Three 
Dividend-Paying Coppers Now Listed on the Exchange—Low Costs the Reason 


A THOUGH the Miami Copper Com- 
pany was discussed in THe Maca- 
ZINE OF WALL Street for September 

1920, it is of interest to refer to this 

t porphyry copper again at this time 

account of the remarkable record it 
has made despite general depression in 
the copper industry. While many of the 
leading copper producers are shut down 
because they would lose money if they 
continued to operate under present con- 
ditions, Miami goes ahead serenely, hav- 

ing registered greater net earnings in 1920 

than in 1919, having reduced its operat- 

ing cost per pound of copper produced, 
and increased its profit per pound. 

Miami is now one of the three coppers 
listed on the New York Stock Exchange 
that continues to pay a dividend. Until 
recently there were four such dividend 
payers; but one of them, Cerro de Pasco, 
dropped out on May 11, and there now re- 
main only Miami, Utah, and Calumet & 
Arizona. 


Six Years’ Earnings 


During the past six years Miami has 
earned a net profit, before depletion, of 
$26,099,435, or $34.93 per share of stock 
outstanding. During the same period it 
has paid in dividends $15,502,614, or $20.75 
per share. The surplus has therefore 
been increased $10,596,821, or $14.18 per 
share. Its net current assets have in- 
creased $6,053,319, or $8.11 a share, and 
the valuation of its mining properties, 
plants, and equipment has been increased 
nearly $25,000,000. It is one of the few 
copper companies now free from capital 
liabilities. 

The management of the company has 
followed the policy of meeting the market 
price for copper, and as a result the com- 
pany has not been hampered by a large 
supply of unsold metal. Miami was one 
of the original members of the Copper 
Export Association, but later it found 
that it could dispose of its own copper 
to advantage both at home and abroad, so 
it withdrew from the association. Under 
these circumstances, the company does not 
participate in the Export Association’s 
pool of 400,000,000 pounds of copper, and 
apparently it does not feel the need of 
borrowing money at 


pacity. The company’s mills were in 
operation 362 days during the year, and 
treated 1,801,958 tons of ore, from which 
it produced 55,581,328 pounds of refined 
copper. This production was equivalent 
to an average of 4,631,777 pounds per 
month. 


Development Work in 1920 


During the year the company performed 
development work on eight different 
levels, including the 1,000-foot level, and 
accomplished a total of 41,925 feet of 
work. Of this development, 47% was for 
the purpose of maintaining ore production 
above the 570-foot haulage level, and the 





MIAMI’S INCOME ACCOUNT. 
Net Earnings. 
Total 





Per Share 


-. «+++ $26,099,435 
15,502,614 


$10,596,821 


Six years 
Dividends 


Surplus 























» 
So 


Price Range- 


~~ 
So 


MIAMI COPPER 


% wow 


remainder consisted of driving connecting 
drifts and haulage drifts for the purpose 
of opening up and preparing for mining 
the orebody between the 850-foot level and 
the 570-foot haulage level. 

A new electric hoist for handling men 
and supplies through No. 5 shaft was 
placed in operation in February, and of 
the 84,000 tons of waste rock produced by 
mine development, 65,000 tons were 
hoisted through this shaft. The company 
expects to install 2 new ore hoist for No. 
5 shaft during June, whereupon ore pro- 
duction at this point will immediately 
commence. 

The company mined 1,802,558 tons of 
ore in 1920, of which 170,630 tons were 
from mine development. The entire ore 
tonnage was produced by the undercut 
caving method of mining, replacing the 
top slicing method of mining, which had 
previously been used in the greater part 
of the main orebody. The economic ad- 
vantages of the caving method over the 
top slicing method were fully demon- 
strated last year, insofar as they applied 
to the company’s main orebody. The cost 
of mining was lowered approximately 24c 
per ton of ore, or 0.6 cent per pound of 
copper as compared with the mining costs 
of the previous ycar. 

The ore milled by the company in 1920 
contained an average of 1.968% copper, 
or 39.36 pounds per ton. The company’s 
mills extracted 82.48% of the copper con- 
tained in the ore, thus saving 32.47 pounds 
of copper per ton. 


Additions to Ore Body 


The extensive development work ac- 
complished in 1920, particularly in the 
lower part of the main orebody, resulted 
in the addition of 1,471,619 tons of the 
previous estimate of the high-grade ore- 
body. The new estimate of reserve ore in 
the main orebody, ‘for January 1, 1921, 
was 10,723,410 tons of an average grade 
of 2.26% copper. As there was no new 
development in the low-grade or mixed 
sulphide and oxide orebodies during the 
year they remain as previously reported, 
namely, 36,000,000 tons of low-grade ore 
of an average grade of 1.06% copper, and 
6,000,000 tons of mixed sulphide and oxide 
ore averaging approximately 2% copper. 

The company expended $900,000 during 
the year in new construction, including 
$784,000 for new mining and crushing 

plant in connection 





this time. 


with the new shaft 





_ During the first 
hve months of 1920 
the company oper- 
ated its plant at 
about 80% of nor- 
mal capacity, and 
during the last 
seven months of the 
year dropped to an 
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71.7 
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78,2 
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No. 5, and $116,000 
for additions to the 
water supply and 
pumping system and 
for the construction 
of new residences 
for employes. 

It is of interest to 
note that the com- 


Cost 











average of 70% ca- 
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Options on Mining Property 


Chapter XIII of the Series “Business Principles Applied to Mining”—How the Option Should 


HE transfer of a piece of mining 

property from one party to another 

usually involves a certain period of 
time consumed in negotiation, particularly 
if the sum of money involved is large, or 
the conditions under which the transfer is 
to be made are complex. After a pro- 
spective buyer has decided to consider the 
purchase of a mine, or has decided to open 
negotiations for the property through an 
agent, it is necessary that he be protected 
in his right to consummate the transaction, 
which may involve considerable expendi- 
ture of time and money between the time 
he makes a tentative decision to buy, and 
the date on which. the actual transfer of 
title takes place. 

Whether the purchase p¥ice for the 
property be large or small, the option is 
important in practically every case except 
that of a cash purchase. If the money 
consideration is large, a certain amount of 
time is naturally consumed in bringing 
about the co-operation of important finan- 
cial interests that are expected to join in 
undertaking the venture. This is particu- 


larly true where large lots of capital stock 
are to be underwritten by a few interests, 
and these interests desire to lay plans to 


distribute the securities, among certain 
clients who are especially interested in the 
project, or, it may be, even to the general 
public which it is proposed to reach by 
circularization. Even if the purchase 
price of the property is small, it may seem 
quite important in the eyes of members of 
a small, close corporation, or a pool of 
local operators with limited financial re- 
sources. In either case the option estab- 
lishes the right of the proposed purchaser, 
or purchasers, to carry out a plan of ac- 
tion which cannot be fully developed in a 
very short period of time, and in which 
they must be properly protected. 


Two Fundamental Considerations 

Options on mining property usually in- 
volve two chief considerations, namely, the 
consideration for the option itself or the 
bare privilege to purchase the property at 
a certain price, or under specified condi- 
tions, for a limited period of time; and 
the consideration involved in the actual 
transfer of title to the property from one 
owner to the other. 

Fundamentally, options on mining prop- 
erty are similar to options on any other 
kind of property, although there are cer- 
tain points of difference peculiar to mining 
conditions, but to which common-sense 
business principles apply. The important 
features of a typical mining option are 
about as follows: 

First, as is usual with all business con- 
tracts, a statement of the date the con- 
tract is entered into, and the names of the 
parties to the contract, either individuals 
or corporations. This feature seems 
simple enough, but it is very important, 
particularly in the case of mining proper- 
ty, that the option be granted under proper 
authority. Considerable loose bargaining 
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Be Protected 
By HARRY J. WOLF 


in connection with negotiations involving 
the sale of mining property has resulted in 
much loss of time and efforts to no pur- 
pose, and it is well to establish this point 
of authority before devoting too much 
time to other features of an elaborate con- 
tract. 

The next feature of a mining option is 
usually an exact description of the prop- 
erty on which the option is given. De- 
scription by name alone, or general loca- 
tion, is not sufficient, because many min- 
ing properties or mining companies have 
the same name, or there may be many min- 
ing claims in a single group, and each claim 
may have the same name with a serial 
number, and there is always the bare pos- 
sibility that the valuable ore deposits in- 
volved in the deal may happen to be under 
some of the claims that do not chance to 
be enumerated in the option. The proper- 
ty under option should be described, not 
only by name, mining district, county and 
state, but also by an accurate description 
prepared by a competent surveyor, so 
there can be no misunderstanding regard- 
ing the identification of the property in- 
volved in the contract. 

The contract must contain a clear state- 
ment of the consideration for the option 
itself. The simplest consideration of all is 
a cash payment. For example, in order 
to secure the right to purchase a certain 
mine, and have this right for a period of, 
say, thirty, sixty, or ninety days, it may 
be necessary to pay the owner of the prop- 
erty a cash payment of anything from $1 
to, say, $10,000, depending on how impor- 
tant the option may be to the prospective 
purchaser, and how willing the owner may 
be to tie up his property for a period of 
time, and run the risk of losing an oppor- 
tunity to dispose of it to other buyers who 
might appear on the scene shortly after 
the option is granted. Under ordinary cir- 
cumstances, it is not good business policy 
to make a Substantial cash payment for an 
option on a piece of mining property, the 
value of which it may be impossible to 
determine without a careful and extensive 
investigation, requiring the expenditure of 
considerable time and money. 

The only case wherein a substantial cash 
payment would be justified, is where the 
prospective purchaser is fully informed re- 
garding the value of the property, is per- 
fectly satisfied with all other terms of the 
contract, and feels quite sure that he can 
ccnsummate his negotiations, within the life 
of the option. In such a case, the pur- 
chaser, or promoter, would regard the 
cash payment simply as a discount on his 
assured profits or commissions. 

In many cases, the only consideration 
for an option, that interests the owner 
of a mine, is assurance that the promoter 
or prospective buyer really means busi- 
ness, and has a bona fide purchaser in 
view, or really intends to purchase for his 
own account, or the account of a pool or- 
ganized, or to be organized, to take over 


the property. In this case, the considera- 
tion for an option might be an agreement 
to institute an immediate examination of 
the property in order to determine the 
pleasure of the prospective buyers, or the 
beginning or completion of such examina- 
tion within a stipulated time. The owner 
of the property will naturally assume that 
if the buyer is willing to go ahead and 
spend his money with a view to determine 
the value of the property, and whether it 
is worth the purchase price demanded, 
that he is acting in good faith, and should 
be granted a reasonable time in which to 
make a decision. 


Determining Value of a Mine 


It is difficult or impossible to determine 
even the approximate value of a mine, par- 
ticularly in its early stages of development, 
and even the most elaborate investigation 
might be useless in so far as it could justi- 
fy the making of a large cash payment for 
the property. In this case, it may be 
necesssary not only for the owner to grant 
sufficient time for a preliminary examina- 
tion of the mine, but also to permit the 
prospective buyer to enter the property and 
perform extensive underground develop- 
ment in an effort to determine whether he 
is about to consider the purchase of a real 
mine, or a_ hole-in-the-ground. Under 
such circumstances, the owner of the prop- 
erty is usually willing to grant an option 
provided a stipulated amount of under- 
ground development work is to be per- 
formed during the life of the contract. 
For example, the prospective buyer may 
agree to sink a new shaft, or continue an 
old shaft at the rate of 50 feet per month, 
or he may agree to perform 50 or 
100 feet of drifting per month on a 
vein, or accomplish whatever quantity of 
development is reasonable under the cir- 
cumstances. Again, he may agree to em- 
ploy regularly not less than 10 men on 
underground development work. 

Sometimes, the consideration for the 
option would be simply the performance 
of the covenants of a certain leasing agrce- 
ment, already in force, or entered into in 
connection with the option to purchase. 
In the latter case, the contract is some- 
times called a lease with option to pvr- 
chase, or, more popularly, a bond aad 
lease. 

Other considerations for options may be 
special agreements, such as the organiza- 
tion of a development company, or the 
raising of a certain amount of capital for 
development purposes within a stipulated 
time, and under specified conditions. 

One of the important features of a min- 
ing option is a statement of the purchase 
price of the property, and the terms and 
conditions under which the property is to 
be sold. If the mine is well developed, and 
ore reserves are blocked out so that they 
can be measured, and their average value 
determined within reasonable limits, thea 
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Price Tendency Continues Downward—California Fields “CComing Back”—Oil As a Fuel 
By H. L. WOOD 


MHE industry continues in 
an erratic downward trend as to 
prices of crude and refined oils, with 

roduction negligibly increased and con- 

mption uncertainly just about holding 

s own. The business seems to be slosh- 

ing around rather aimlessly as a whole, 

that does exist being 


petroleum 


hatever control 
ntralized in one dominant interest that is 
nply safeguarded against competitive as- 
ult in the line of readjustment and 
tability. Erratically rather than vio- 
lently demoralized probably is the 
clearest summing up of the petroleum 
situation, and there is no prospect or 
probability of betterment for some 
time to come. The production of crude 
oil is considerably in excess of con- 
sumption of refined oils, almost cer- 
ainly perpetuating low prices for 
oth raw and manufactured products. 
‘aturally this situation is pleasing to 
ie consuming public and more than 
exatious to producers and refiners. 
'n the final analysis the public has the 
yng end and the best argument. 
What the next few months—probably all 
f this year—will have in store for the pe- 
oleum industry may be expressed in 
rief by the 176,885,000 barrels of crude 
il held in storage—the largest volume of 
tocks ever held. In the first quarter of 
921 approximately 20,000,000 barrels were 
dded to stocks of crude, the monthly ad- 
ition in February, March and April hav- 
ng been nearly 9,000,000 barrels. During 
nly five periods in fifty years have crude 
il stocks been increased at the rate they 
ire now accumulating, almost paradoxi- 
cally, in the face of less drilling, and os- 
tensibly serious attempts to restrict pro- 
duction. It almost seems that Providence 
became so peeved and disgusted with the 
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alleged experts and advisers of industry 
and the crowd of government highbrows 
now in commercial and industrial saddles 
that it determined to stage a demonstra- 
tion that would decisively discredit them. 
Advocates of high-priced commodities and 
their attorneys and statisticians who show 
operating losses might be better employed 
with cold facts. 


Some Statistical Surprises 


Representatives of producers’ associa- 
tions and statisticians of standing, appear- 





HE oil industry of recent 
months has been notable 
chiefly for the amount of 

misinformation that has been 
spread around about it. 

The misinformation has sprung 
out of a positive bedlam of con- 
tradictory statistics and alarming 
predictions, to which even Federal 
bureaus have contributed. It has 
vexed operators and misled inves- 
tors. 

Under the circumstances, it is 
considerably more than a pleasure 
to publish the clean-cut, frank and 
unprejudiced analyses of H. L. 
Wood—a man who has been ac- 
tively engaged in the oil business 
for sixty years, who knows it from 
pumps to tankers, and who has 
the ability to set down the facts in 
an interesting fashion. 











ing before revenue and transportation 
bureaus, insist that the cost of producing 
crude oil is right around $1.75 per barrel, 
therefore the present quotations of $1.50 
down to $1 a barrel result in heavy losses. 
Some refiners and many marketers like- 
wise insist that prevailing quotations for 


gasoline and kerosene are so much below 
cost that refiners will be forced out of 
business. The continued successful opera- 
tion of the producing and _ refining 
branches of the petroleum industry is rea- 
sonable refutation of such arguments. 
Rather violent discrepancies in quotations 
as posted in Atlantic, Mid-Continent and 
Pacific territories seem to indicate some 
readjustments that might average losses 
and profits somewhat more consistent with 
known facts. 

Wholesale prices of gasoline range from 
17c. per gallon at Kansas City, Mo., and 
Tulsa, Okla., 19c. in Texas, 20c. at Chicago 
and New Orleans, 23c. at Denver, Col., 
24c. at Baltimore, to 25c. at New York, 
Philadelphia, Cleveland, Cincinnati and 
Memphis, Tenn., to 26c. at Boston and 
New England points, 28c. at Birmingham, 
Ala., and Seattle, Wash., 29.5c. at Butte, 
Mont., and 27c. at San Francisco, Cal. 
Quite a variegated assortment of prices 
rather erratically applied geographically ! 
These prices were as of May 10. Since 
January 1 this year, price declines have 
ranged from 12c. a gallon at Dallas, Tex., 
lle. at Tulsa, Okla., 10c. at Houston, 
Texas, 9.5c. at Kansas City, Mo., 6c. in 
Atlantic seaboard territory, 4c. in Ohio, 
with 3c. at Louisville, Ky., and Vicksburg, 
Miss., the smallest reduction, San Fran- 
cisco, Cal., remaining unchanged. These 
wide discrepancies are charged against the 
railroads by some authorities and against 
Standard: Oil by other authorities. Aver- 
age price per gallon of gasoline the coun- 
try over is 23.4c. per gallon, and in Jan- 
uary, 1919, the average price was 23.5c. 

Gasoline in car lots was being sold at 
Tulsa, Okla., May 10 at 13%c. a gallon 
and kerosene at 2%c. a gallon, ranging 
upward several cents for better grades. 
Rail rates per 100 pounds considered, At- 
lantic seaboard quotations seem out of 
line in this period of declining prices. 


A Distant Echo 
Despite the abnormally heavy declines 
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in crude oil quotations in every producing 
field east of the Rocky mountains since 
January 24 last, Pacific coast prices have 
remained stationary for a year until May 
12, when a reduction of 25c. a barrel was 
posted, with a slight reduction in gaso- 
line. California crude oil production in re- 
cent months has increased at a rather 
phenomenal fate, exceeding previous 
records for five years. The advance of 
50c. a barrel in the price of Pennsylvania 
grade crude, in connection with steady 
quotations in California, encouraged many 
petroleum optimists to believe that a gen- 
eral advance was due. That hope never 
was warranted, and recent events com- 
pletely dispel it. It is so easily possible 
to maintain the supply of crude oil in the 
United States, in Mexico, in Persia and, 
perhaps, in South America, Rumania and 
Russia, that any one of ordinary intelli- 
gence and reasonable attention to produc- 
tion data can discount propaganda intend- 
ed to misrepresent or to serve some pur- 
pose that is out of line with prevailing 
conditions. 

In the fields producing the Pennsylvania 
grades of crude oil, owners of small wells 
—and they are all small, relatively—are 
laying off until the price goes to $4 a bar- 
rel, and will not do much until they can 
get $4.50. The situation there is local, 
like the tariff idea. As States, Oklahoma, 
Kansas, Texas, Louisiana, Wyoming, 
Montana and California have been adding 
to production steadily for some months, 
and may be depended upon to hold produc- 
tion at its present stage. As long as the 
supply exceeds the demand the market 
will do very well indeed to hold steady, 
with no excuse to advance. 


Marine Fuel Oil 


U. S. Navy and Merchant vessels in 
1920 consumed 44,487,319 barrels of fuel 
oil, a daily average of 121,883 barrels, 
which was a 64% increase over 1919. 
There was, however, a 32% decrease in 
fuel oil consumption by navy vessels and 
111% increase by merchant vessels. Of 
the 1920 total Mexican oil was 22,000,000 
barrels and domestic oil 16,500,000 bar- 
rels, domestic oil deliveries on the Pacific 
coast being 12,264,245 barrels, or three- 
fourths. Deliveries of fuel oil to mer- 
chant vessels in 1920 at Atlantic coast 
points totaled 19,326,410 barrels, represent- 
ing largely Mexican oil. Gulf of Mexico 
ports delivered also large quantities of 
Mexican fuel oil. Theoretically the pro- 
posed tariff of $1.50 a barrel levied against 
Mexican oil would cause the use of do- 
mestic oil and stop the importation of the 
Mexican product. Such substitution would, 
almost necessarily, cause an important re- 
adjustment of the fuel oil trade and con- 
sequent higher prices. 

Continued trouble in England with la- 
bor and coal production has resulted in 
systematic attempts to largely substitute 
oil for coal in British industrial plants. 
British oil producing and distributing in- 
terests believe they see a fine opportunity, 
as the final cost to industry using oil will 
be reduced and greater efficiency will be 
secured as well. The situation is graphi- 
cally explained in the statement that the 
average annual coal output per miner in 
Great Britain is 193 tons, whereas in the 
United States the annual per miner out- 
put is 889 tons. British industry cannot 
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successfully compete with this terrific la- 
bor handicap. Labor conditions in the oil 
industry have always been stable and de- 
pendable. Net satisfied with having de- 
moralized their own business, coal op- 
erators and miners have for years resorted 
to manipulation to prevent the use of oil 
as fuel; and until Mexico came to the 
rescue with at least temporary unlimited 
quantities of oil the coal interests have 
had things pretty much their own way be- 
cause of frequent short supplies of do- 
mestic liquid fuel. It might eventuate 
that supporters of a prohibitive tariff 
against Mexican oil, if successful, will per- 
petuate the disagreeable features of the 
alleged coal combine, for oil producers 
form a small percentage of the fuel-con- 
suming public. Statistics indicate that the 
success of oil as fuel rests more upon 
supply than any other factor. With an 
embargo against the use of Mexican oil 
in the United States Great Britain would 
profit immensely by the near monopoly of 
Mexican oil she would enjoy. 


Our Fancied Grievances 


The ease with which exceedingly remote 
contingencies are worked into immediate 




















DISCOVERY WELL AT ZACAMIXTLE 


Huasteca Pet. Co.’s No. 1 Well, the first 

well completed in the new field on Oct. 8, 

1920. After short production it was 
shut in because of salt water 


grievances is nicely illustrated by an in- 
cident that came to light in New York 
during the week. A typical American 
internationalist was earnestly dilating upon 
the fact that the United States is being 
almost criminally discriminated against by 
Great Britain in her monopolization of 
Mesopotamia and other possible oil-bear- 
ing territory. This government ought, the 
gentleman insisted, get busy and protect 
its citizens. A British subject who has 
been operating in European, Asiatic and 
African territory asked the citizen if he 
would be interested in acquiring a block 
of acreage in Mesopotamia where a num- 








ber of test wells had been drilled and 
showings of oil secured. The acquisition 
of this acreage, the English operator 
stated, was as easy of accomplishment as 
the acquisition of similarly situated acre- 
age is in the United States, he holding an 
interest in the land and being in position 
to make a transfer. The international cit- 
izen did not care to go into Mesopotamia, 
but insisted that if he did want to do so 
arrangements should be made by our gov- 
ernment that would make it convenient. 
Along the same line it is interesting to 
note that, within the fortnight, the di- 
rector of mines of the Canadian govern- 
ment, answering inquiries, held that no 
subject of the United States is entitled to 
apply for an oil lease in the dominion. 
Our nationals can, however, hold stock in 
a company organized and officered by 
Canadian subjects. This ruling comes as 
a result of the provision in the leasing law 
of the United States that no alien may be 
granted a lease on oil, coal or phosphate 
land owned or controlled by the United 
States government. Interna..onal etiquette 
is at times almost excruciating, it appears. 


Late Mexican News 


Latest wells completed in the southern 
division of Mexico’s oil territory range 
from 15,000 to 100,000 barrels initial pro- 
duction, and somewhat allay the anxiety 
felt a few weeks ago lest new wells would 
not maintain production. The best com- 
pletion was by the Mexican Petroleum in- 
terests, 100,000 barrels, one by the Dutch- 
Shell interests starting at 75,000 barrels. 
Five old wells were either shut in or their 
flow considerably reduced to avoid salt 
water intrusion. It may be stated as an 
axiom quite as applicable in Mexico as 
elsewhere that the individuals and com- 
panies that own and operate oil wells are 
almost as often right about production 
possibilities as are the gentlemen who be- 
come oil operators via the pencil-and-pa- 
per route across an office desk. This 
statement goes, also, for some of the 
rather grotesque production and consump- 
tion statistics circulated. If the employer 
is, at the moment, rather pessimistically 
inclined toward production and optimistic 
about consumption, his statistician quite 
naturally becomes psychologically en rap- 
port; also the other way around. And 
when the enterprising reporter assigned 
to that day’s interviews and errands gets 
through with it the newspaper menu has 
enough variety to enable any reader to 
pick out a satisfying mental repast. 


U. S. Oil Fields 


A salt water well less than half a mile 
north of the estimated 8,000-barrel well at 
Haynesville, Claiborne parish, Louisiana, 
near the Arkansas line, may be slightly 
discouraging to the two interests that re- 
cently paid about $8,000,000 for the well 
and 10,000 acres of leases. One good well 
and one failure still leaves it a 50-50 
proposition, with the chances favoring a 
profitable pool. A few miles farther north, 
at Eldorado, Arkansas, late developments 
have about convinced operators that it is 
a greatly over-rated oil field. With about 
forty completed wells not one of them 
shows clean oil, the heavy gas pressure 
and plenty of salt water forming a rather 
unsatisfactory emulsion. With plenty of 
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perfectly good oil everywhere indifferent 
oil is a lean commercial investment. 

The Salt Creek district in Wyoming, 
now that leases tied up for years in gov- 
ernment red tape have been clear-listed, 
is noticeably adding to production totals 
in Rocky Mountain territory, with Colo- 
rado furnishing 400 barrels a day and 
Montana 5,000 barrels a day of the daily 
estimated total of 70,000 barrels for the 
three states. The Cat Creek field in Mon- 
tana is confined to about 500 acres, and 
Cat Creek is Montana petroliferously, to 
date. 

Kansas, Oklahoma, Texas and Louisi- 
ana—comprising the Mid-Continent oil 
fields—fluctuate negligibly in their weekly 
and monthly production totals, but con- 
sistently hold them at an even level, with 
much of the new work ostensibly sus- 
pended. Froducers express a desire for 
less drilling and less oil, but the other 
fellow is the one who should lay off. 
Those four states are very rich in oil and 
respond readily to development. It may 
be pertinent, however, to remind credu- 
lous persons that when a Mid-Continent 
tract of land leased for oil is transplanted 
in New York much of its liquid content 
frequently evaporates in transit. 

California, after a few years of rather 
erratic oil development, is equaling the 
records made during its palmy years and 
considerable crude oil is going into stor- 
age as surplus. California is much like 
Mexico in that half a dozen companies 
are doing all the drilling that results in 
good wells, the Standard Oil Co. (Cal.) 
and the Pacific Oil Co. and its several 
subsidiaries bringing in most of the new 
production. The accumulating surplus 
caused the Standard to take 25 cents a 
barrel off the quotation of $1.63 for the 
bulk of the oil, of 20 degrees, Baume, 
gravity and below. Although California, 
with its daily production of 335,000 bar- 
rels, is the premier oil state, its gasoline 
content is very small and gasoline is 
shipped from Mid-Continent territory in 
train lots, the freight costing about 8 cents 
a gallon. That is one item Mr. Krut- 
schnitt has a mortal cinch on—the one 
oasis in his dreary railroad desert. If, 
by some political legerdemain, Mr. Krut- 
schnitt could stop trucks, automobiles and 
motor boats, leaving plenty of cheap oil 
to burn in his locomotives, and then drain 
the Panama canal, railroading would 
doubtless be a much more remunerative 
and enjoyable pastime. The Sothern Pa- 
cific’s oil subsidiaries, with fewer neigh- 
bors, would still do well. 


In Mandate Territory 

A deep producing oil well is reported 
near the boundary of Algeria and 
Morocco, Northern Africa, in French ter- 
ritory. A few small wells at 1,200 feet 
depth have been drilled there by the Royal 
Dutch-Shell syndicate, France having 
granted an operating concession. 

A Sinclair subsidiary operating in Costa 
Rica has a showing for about a million 
feet of gas at 800 feet in one of the tests 
drilling under an exploration concession 
covering 9,000,000 acres and privilege of 
retaining 1,000,000 acres as exploration 
work suggests. Showings of oil have 
been had, but oil in commercial volume 
has not yet been found after three years’ 
work. 
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France has ordered the removal of all 
restrictions against the marketing of re- 
fined oils by any one caring to engage in 
the importation and distribution, provided 
the applicant for permit agrees to take 
over from government stocks enough to 
constitute one-fourth of applicant’s total 
sales, the price of all oil sold—new im- 
ports as well as government stocks—not 
to be less than the price the government 
paid for the oil to be taken over by the 


applicant, the arbitrary price to the con- 
sumer to be maintained until all oil held 
in stock by the government is exhausted. 
That seems like a combination of monopo- 
ly and profiteering maintained by govern- 
ment mandate, and pretty effectually bars 
ordinary American operators who fail to 
make the government a partner. If ‘any 
government has excuse for such procedure 
France undoubtedly has. 





Middle States Oil Corporation 
Its Organization, Properties and Policy 


WHEN C. N. Haskell, ex-governor of 
Oklahoma, organized the Middle 
States Oil Corporation in 1917, with 
$610,000 common stock outstanding, as- 
sets of same value, and earnings for the 
quarter only $20,588.15, it wasn’t much of 
ar: oil business. The Number One Oil Co., 
with several wells at Cleveland, Okla., 
comprised the chief tangible assets, along 
with the Number Seventy-Seven Oil Co. 
Governor Haskell perfected an organ- 
ization and began to look about for good 
acreage with enough developed produc- 
tion to maintain itself, including drilling 
room to keep production up to a profit- 
producing stage, and then purchased all 
or a controlling interest in the stock of 
the company owning the property. As 
much as possible of the purchase price 
was paid in Middle States stock, with 
such cash payment as the owners desired, 
and deferred payments—if agreed upon—in 
half of the oil produced from the leases 
taken over. This plan has been re- 
ligiously adhered to, with the result that 
every property purchased has either paid 
out or is being paid out surely and rapidly. 
Of course the properties so purchased 
must be “bought right.” In the case of 
the Middle States they have been. Many 
conservative oil men, believing in the ideas 
that prevailed in eastern oil fields, and 
also in the Mid-Continent fields up to five 
or six years ago, are prone to think of 
the Haskell plan as a mere promotion to 
be held under suspicion. The mistake of 
this suspicious attitude is demonstrated by 
successful accomplishment based upon 
good buying and efficient operation. 
Furthermore, the production of crude pe- 
troleum naturally lends itself to such a 
speculation—a speculation with so little 
actual speculation that it seems too good 
to be true to those not familiar, through 
experience, with the fundamentals of the 
petroleum industry. In fact, the simplici- 
ty of the business is the foundation and 
working basis of all oil operators, other- 
wise there would have been no Standard 
Oil Company. , 
Oil-producing acreage, properly priced, 
ordinarily pays out in two to three years 
if the flush production is acquired with 
enough land to drili other wells for new 
production to freshen the settling wells, 
and in the many succeeding years during 
which the wells will continue to produce 
the profits accrue. Royalty production is 


this idea carried to its most productive 
power and least risk. In normal oil terri- 
tory, after a lease has been tested by 
drilling half the acreage and securing good 
production, there is very little of a specu- 
lative character left to worry over. 

The speculative element of oil produc- 
tion consists of the unknown factor of 
price for crude oil, and an occasional 
period of real or fancied over-production 
during which pipe iines may refuse to 
run and purchase all the oil. Such con- 
tingencies occasionally arise, as rather vio- 
lently attested by the present depression, 
when crude was reduced from $3.50 per 
barrel to $1.50 almost over night. That, 
it must be admitted, is a very sudden elim- 
ination of one’s capital, of the entire cap- 
ital of an entire industry, by one price- 
making interest. However, having been 
trained for a half-century in that unique 
school of finance, oil operators survive 
and start all over again. 

Middle States’ Progress 

Authorized capital of the Middle States 
Oil Corporation is $16,000,000 and 1,476,- 
000 shares of a par value of $10 have been 
issued, or $14,760,000. The underlying as- 
sets of this capital par value consist of 
producing leaseholds, gathering lines and 
storage valued at $48,465,003, undeveloped 
acreage being valued at $3, in invest- 
ments in other corporations valued at 
$1,476,000, or a total of $49,941,003. To 
this is added cash in banks, accounts re- 
ceivable, bills receivable, oil on hand and 
drilling and operating equipment valued 
at $2,491,936.85—total assets of $52,432,- 
939.85. 


Being a holding company, capital assets 
of Middle States rest in the producing 
properties of the Ranger-Texas Oil Co., 
the Dominion Oil Co., the Texas Chief 
Oil Co. a half working interest in the 
Peters Oil Co., and income of the Number 
Seventy-Seven Oil Co. and the Number 
One Oil Co. From these properties comes 
a practically settled production of approx- 
imately 7,000 barrels a day, with a fluc- 
tuating flush production as new wells are 
completed ranging as high as 13,000 bar- 
rels a day, the properties being located in 
Oklahoma, Texas and Louisiana. 

With the same officers and directors, P. 
D. Saklatvala being president and chief 
executive and C. N. Haskell chairman of 
the board, the Imperial Oil Corporation 
was organized in June, 1920. Authorized 
capital stock is $10.000,000 8% cumulative 
preferred and $10,000,000 common, par at 
$10; outstanding stock is $1,200,000 pre- 
ferred and $3,000,000 common. A holding 
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company, Imperial’s properties consist of 
all or a controlling interest of stock of 
the Wichita Petroleum Co., Oliphant Pe- 
troleum Co., Cotton Bult Petroleum Co., 
Louisiana Production (Co., 50% of Dia- 
mond Pipe Line and Marketing Co., and 
18% of the Owens O11 & Gas Co. The 
estimated value of the Imperial’s stock 
holdings in the controlled properties is 
$9,374,174, equivalent to $27 a share on 
all common issued. 

Present daily production of the 74 wells 
the .production of which accrues to the 
Imperiaf Oil Corporation is 3,352 barrels 
net, and 14 wells are drilling. Two wells 
were just completed in the Hewett field 
in Oklahoma with an initial production of 
1,000 each not included as above and a 
well at West Columbia, Texas, had an 
initial production of 4,000 barrels. The 
first dividend paid by the Imperial Oil 
Corporation was 1% on common and 2% 
on preferred October 15 last and on No- 
vember 15 1% on common, deducted from 
the syndicate allocation to Imperial of 
$600,000 for September, October and No- 
vember, a total of $58,912.30. The divi- 
dend rate regularly is 2% quarterly on 
preferred and 1% monthly on common. 
A 10% stock allotment was distributed 
May 15. 

The Imperial Oil Corporation has just 
closed negotiations for the North Ameri- 
can Oil & Refining Co. of Oklahoma City, 
with a refinery at Kansas City, Kan., and 
one at Pemeta, Okla., and- producing 
properties, pipe lines, tank cars, etc. This 





establishes the Imperial as a complete 
petroleum organization. By the Haskell 
plan the new acquisition will not figure 
among the listed owned subsidiaries until 
it has paid out, although the earnings will 
be applied to reimburse the purchase price 
of part cash, part stock and part accrued 
earnings. 
Middle States’ Earnings 

The consolidated income account of 
Middle States, Jan. 1 to Dec. 31, 1920, 
shows a gross operating profit of $8,752,- 
375.67, from which is deducted $1,788,- 
355.42 charged to field operations and new 
construction, lease rentals and adminis- 
tration expenses, leaving net earnings of 
$6,964,020.25. Reserves for federal tax 
were $300,000; dividends received from 
subsidiaries, $999,709.77 and dividends paid 
of $2,576,029.53 leave net profits of $5,- 
087,700.49. 

Stock control of the Corona Oil Co. was 
recently purchased by the Middle States 
Oil Corporation for $4,000,000, to cover 
which the recent issue of $4,700,000 was 
intended. Properties thus acquired are 
good producing leases in the Osage In- 
dian reservation, in Kansas and in Texas, 
and are considered an excellent purchase, 
afforded proven drilling territory in addi- 
tion to developed production. 

The Middle States corporation, through 
its subsidiaries, has a refinery at Bur- 
burnett, Tex., casing-head gasoline plants 
in Oklahoma and pipe line connections. 
Besides regular cash dividends paid by 





ALONG FORTUNE’S HIGHWAY 
Wagon Road Leading Through the Famous Northwest Section of the Burkburnett 
Gusher Fields. 


120 


the Middle States for more than three 
years it has made a number of stock al- 
lctments ranging from 10% up almost 
equaling a 100% stock dividend, present 
cash dividends being 40 cents a share 
quarterly, or $1.60 a year on each $10 
share. 
Stock Issue Policy 

Having acquired practically 100% of all 
stock issued by the companies, excepting 
only a few scattered shares—which will be 
taken up as soon as they may be released 
—the Middle States Oil Corporation, af- 
ter four years, has paid for all properties, 
owes nothing at all, has no bonds, pre- 
ferred stock or other securities debts, and 
no more stock will be issued or offered. 
The exception to this rule will be, that 
whenever a real bargain in production is 
offered, a direct stock issue may be made 
as purchase money. Earnings of Middle 
States properties are now ample to secure 
regular cash dividends and provide a small 
surplus, it being the policy of the cor- 
poration to distribute earnings to stock- 
holders rather than to build up big cash 
surpluses. 

Middle States does not enter in its 
regular statements any newly-purchased 
company or property until it has paid out 
from its own earnings and it is wholly in 
the clear, thus differing from many cor- 
porations. All the details of current debts, 
operating costs, purchase payments, etc., 
being wholly intimate family matters of 
no particular interest to investing stock- 
holders, they are kept back in the work- 
shop and the debris is thrown out to be 
removed. The finished goods, with their 
cost represented by stock issues and pay- 
ments from the revolving working fund, 
can be visualized by the stockholders in 
the form of dividends and book values. 

A simplified form of accounting and 
presentation to shareholders seems to 
avoid additions, subtractions, multiplica- 
tions and divisions, that are rather com- 
plex to the average person, who, not be- 
ing a journeyman bookkeeper, is not able 
to follow all the motions the modern 
keeper of books makes to set down the 
fact that a share of stock is earning so 
much and so much of the earnings is 
given to each shareholder pro rata. In 
the final analysis the chief interest an in- 
vestor has in corporation shares are the 
dividends paid and the selling value of 
the shares. A local financial publication, 
not long since, in selecting the most viru- 
lent type of wildcat promotion and decep- 
tive statement, used the Middle States Oil 
Corporation; and, as the publication kept 
books, proved the charge. Had that rather 
superficial investigator known something 
of the productive capacity of Middle 
States properties and studied carefully the 
issued statements and the simplified meth- 
od of credits and debits employed he cer- 
tainly would have reached a different con- 
clusion. 

It is not the intention of the writer to 
advise any one to invest in Middle States 
or Imperial shares or to convey the im- 
pression that they are better than many 
other oil stocks. The chief purpose is to 
present the facts as to the companies’ or- 
ganization, holdings and policies to better 
enable those interested to judge the worth 
of the shares and their future prospects.— 
vol. 27, p. 251. 
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Evaluating Consolidated Gas 


How the Company Will Fare if Increased Rates Are Approved — “Fair Returns” on Property 


HE Consolidated Gas Co. was incor- 

porated on November 11, 1884, to 

engage in the gas, light and heating 
business. Through its subsidiaries it has 
practically a monopoly in the gas and 
electric light business in the Boroughs of 
Manhattan, Bronx, and Queens, and 
Westchester County. 

The record of the company and its sub- 
sidiaries is one of steady and substantial 
growth. It is graphically portrayed in the 
accompanying chart. 

Notwithstanding this substantial growth, 
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Consolidated Gas has been experiencing 
considerable difficulty in making both 
ends meet even since 1917. In- 
creased operating expenses and a fixed 80c 
gas rate, enacted by the New York Legis- 
lature in 1906, have made it impossible for 
the company to operate at a profit, or to 
earn a fair return on its invested capital. 

In 1918 the company reported a balance 
of $5.74 on the 7% capital stock, and in 
1919 a balance of only $4. Gas operations 
for 1919 resulted in a deficit of $444,000, 
before fixed charges, and in 1920 the 
deficit increased to over $4,000,000. The 
return in 1920 was less than 12% 
on the invested capital. Income from 
holdings of stocks and bonds of subsidiary 


Investment 
By ARTHUR J. NEUMARK 
companies in 1920, amounted to approx- 


imately $7,600,000, making the net result 
for the year equivalent to $1.30 a share 
on the capital stock. 


Fixed Rate Attacked 


From the foregoing it is evident that 
the company would be unable to earn 
its 7% dividend with the existing 80c gas 
rate in the face of greatly increased costs. 
On January 16, 1919, the validity of this 
rate was attacked by the company in the 
U. S. District Court. Special Master 
Gilbert submitted a report on May 6, 
1920, sustaining the company’s contention 
that the 80c rate was confiscatory, The 
Court decreed that the company could 
charge $1.20 per thousand cubic feet until 
March 1, 1921, and that the money was 
to be impounded until the final decision of 
the Supreme Court. Due to further in- 
creases in the cost of operation, chiefly 
an advance of 5%c a gallon in gas oil, 
the company was allowed a further ad- 
vance in gas rates of 30c per thousand 
cubic feet, the money also to be im- 
pounded. Four of the company’s sub- 
sidiaries were permitted to charge a 
$1.50 rate, and the decision in the case of 
the two companies that were allowed the 
$1.20 rate in the latter part of 1920 is 
pending. There is little doubt that these 
companies will be permitted to charge 
the same rate. 

The report of Special Master Gilbert 
clearly showed that the 80c gas rate was 
inadequate, since the company could not 
earn more than 1.2% on its invested cap- 
ital, whereas he contended it was entitled 
to an 8% return. To support his conten- 
tion he quoted the opinion of the Supreme 
Court in the case of the company’s prior 
suit in 1906, when this body said “there 
must be a fair return upon the reasonable 
value of the property at the time it is 
being used for the public.” 

In 1906 the Supreme Court in its deci- 
sion indicated that a 6% return was then 
a fair return on the value of the property 
used, and taking into consideration the 
same factors that the Court did in 1906, 
the Special Master decided that an 8% 
return today would be a fair return. The 
case is now pending, and there seems to 
be little doubt that the increased rate will 
be upheld by the higher Court, for in dis- 
missing the company’s previous suit in 
1906 the Supreme Court also had the fol- 
lowing to say: “It may possibly be, how- 
ever, that a practical experience of the 
effect of the acts, by actual operations 





under them, might prevent the complain- 
ant from obtaining a fair return, and in 
that event complainant ought to have the 
opportunity of again presenting its case to 
the Court. To that end we reserve the 
decree, with directions to dismiss the bill 
without prejudice.” The time has now 
come when it is plainly evident that the 
old rate can no longer serve its purpose. 


“Fair Return on Property Value” 


The creation of the new Public Service 
Commission this year will no doubt have 
an important bearing on the situation. 
The new Commission has full power to 
regulate gas and electric rates, and to 
make allowances for a fair return on 
property values. The old Commission of 
New York was powerless to change the 
“80c law.” . This new Commission may 
adjust rates before the case comes up in 
the Supreme Court. 

The important thing to determine now 
is—what is the real property value of the 
Consolidated Gas System, on which the 
company is entitled to an 8% return? 

The Special Master reported on the 
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following four gas companies. The Court 
accepted the valuations, which were as 
follows: 


Consolidated Gas & Astoria Plants... May 


Central Union Gas ..«.. 6... scccccnne 545,607 
N Wrahas., Gas 2cccccccessccsce 8,226,000 
Mew York & Queens Gas............. 1,655,000 

DB 2 wdeccewccccncssécorccscccce $87,279,048 












The balance sheet of the three remain- 
ing subsidiary gas companies, as of Dec. 
31, 1919, show a valuation of approxi- 
mately $51,000,000, including working capi- 
tal, making the total book value of the 
gas properties $138,300,000. To this 
should be added the capital expenditures 
of 1920 for additions, betterments, and 
extensions to the gas properties, amount- 
ing to $8,626,235. Thus, the total book 
value of the gas properties as of Dec. 31, 
1920, amounted to approximately $147,- 

In his report the Special Master placed 
the fair valuation on actual investment in 
property at $4 per thousand cubic feet of 
gas sold. On the basis of 1920 sales, con- 
sisting of nearly 34,000,000,000 cubic 
feet of gas at $4 a thousand cubic feet, the 
gas properties would have a total valua- 
tion of $136,000,000. Thus, on the two 
different estimates of the value of the gas 
properties we might safely say it is in the 
neighborhood of $140,000,000. 

The electric companies of the system, 
namely the New York Edison Co., New 
York & Queens Electric Light & Power 
Co., and the United Electric Light & 
Power Co., were not hampered by any 
fixed rate as were the gas companies. 
During 1918 and 1919 these companies 
met the increased cost of operation, 
brought about chiefly by the increased 
price of coal, by a surcharge on the large 
consumers, but in 1920 these companies 
found it necessary to apply this additional 
charge to the general consumer. The 
Corporation Counsel of New York City 
tried to restrain the electric companies 
from collecting this surcharge by obtain- 
ing an injunction, but the Appellate Divi- 
sion of New York granted a stay, so that 
the higher rate is still being collected. 

The book value of the electric com- 
panies, after depreciation, as of Dec. 31, 
1919, was placed at about $181,000,000, in- 
cluding working capital. Adding the cap- 
ital expenditures in 1920 of $21,200,000, 
we arrive at a total book value at the 
end of 1920 of about $202,300,000. 

We then have a total book value of 
about $140,000,000 for the gas properties, 
and a book value of approximately $202,- 
000,000 for the electric companies. 


Returns on Valuations 


On the basis of an 8%, or even a 6% 
return on the valuations arrived at, we 
obtain the following: 





8% Return 6% Return 
Gas Companies ......... $11,200,000 $8,400,000 
Electrio Companies ..... 16,100,000 12,100,000 
Bemba cc cccccqecccccccs $27,800,000 $20,500,000 


From the above must be deducted the 
interest charges of the system. In 1919 
total fixed charges amounted to $8,800,000, 
but the net increase in interest charges in 
1920 amounted to $500,000, making total 
charges to be deducted $9,300,000. In 
December, 1920, the Public Service Com- 
mission authorized the subsidiary com- 
panies of Consolidated Gas to issue 10- 
year 7% debenture bonds aggregating 
$15,615,000, to pay off their floating debt 
to the parent company, but this will not 
increase the fixed charges of the system 
any as it is merely a funding operation. 

We then arrive at the following earn- 
ing power of the system on the two dif- 
ferent bases: 
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Net Earnings of System.. $27,300,000 500,000 
Fixed Charges .......... 9,300,000 9,300,000 
Net Income ............ 18,000,000 11,200,000 
Estimated Federal Taxes 2,000,000 1,500,000 
Balance Available for 

Common Stock ....... 16,000,000 9,700,000 
Amount per share ...... 16.60 $9.70 


On the basis of the estimated 1920 
sales and costs a $1.50 gas rate would 
yield the system about 8% on the invest- 
ment. This would insure earnings as 
large as, or larger than those of the pre- 
war period. 
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The balance sheet of the Consolidated 
Gas Co., as of Dec. 31, 1920, showed a net 
tangible asset value of $110,250,000 on the 
capital stock, equal to $110.25 a share. 
This by no means reflects the real value 
behind the stock as the investments in 
subsidiary companies, as carried on the 
books of the company, are greatly under- 
valued. The largest single investment of 
Consolidated Gas is in the New York 
Edison Co. The stock owned, as of Dec. 
31, 1919, was carried at a par value of 
$65,943,400, whereas it had a book value 
of $105,400,000, so that in this investment 
alone there were assets amounting to 
$39,500,000 more than was shown on the 
balance sheet, or the equivalent of $39.50 
a share on Consolidated Gas capital stock. 

The New York Edison Co. is by far 
the most profitable subsidiary of the sys- 
tem. This company has always been a 
money maker, and even in the trying 
years of 1919-20 earned a substantial bal- 
ance over the regular 7% dividend. 

The investments in the subsidiary com- 
panies discussed in this article were car- 
ried, on Dec. 31, 1919, at their par value 
of approximately $105,100,000, whereas 
the book value of these companies 
amounted to $174,300,000. This gives the 
stock of Consolidated Gas a total addi- 
tional value of $59.20 a share, making 
the real book value of the capital stock 
equal to $179.45 a share. . 


Conclusion 


In concluding the writer feels safe in 
saying that it is almost a certainty that 
Consolidated Gas will be allowed an ade- 
quate return on its investment, which will 
be at least 6%, and will thus insure the 
permanency of the present dividend rate. 
At $89 a share, where it yields about 7.9%, 
the stock of this company is selling con- 
siderably out of line with other high 
grade investment securities. The stock 
should be yielding no more than 7%, and 
with the tendency toward lower money 
rates becoming more evident each month 
the time may not be very far distant when 
Consolidated Gas will be selling on a 
6% or even 6% basis.—vol. 28, p. 23. 

Since writing this article Consolidated 


Gas has voluntarily reduced its gas rate 
to $1.25 per thousand cubic feet. The 
company took this course because of 
new contracts which it was able to 
obtain on gas oil at considerably below 
the old contract prices. This policy of 
adjusting rates as prices decline will 
stand the company in great stead in the 
long run, and will do much to dispel 
public antagonism toward the higher 
rates. This reduction, on the other 
hand, will not reduce the company’s 
profits, since it will be offset by lower 
operating expenses. Thus Consolidated 
Gas shows its intentions of adjusting 
rates in accordance with existing costs, 
and its desire of only obtaining a fair 
and reasonable return on its investment. 
This action should also have a favor- 
able effect on the higher court when 
the case comes up. 





AMERICA—A CONSECRATION 
(Continued from page 3a) 


The march of civilization is the 
epic of man as a workingman and 
that is the reason why labor must be 
held high always. 

We have nothing precious that does 


not represent struggle. We have 
nothing of lasting value that does not 
represent determination. We have 


nothing admirable which does not 
represent self-sacrifice. We have no 
philosophy except the philosophy of 
confidence, of optimism and faith in 
the righteousness of the contest we 
make against nature. 

We are to conquer this land in that 
spirit and in our spirit we are to con- 
quer other lands because our spirit 
is one that, like a living flame, goes 
abroad. 

And again it is like some blessed, 
winsome, soft, sweet wind that car- 
ries a benison across the Pacific and 
the Atlantic. And we must keep alive 
in ourselves the thought that this 
spirit is Americanism —robust and 
dauntless and kindly and hearty and 
fertile and irresistible; and through 
it men win out against all adversity. 
That is what has made us great. 

It is sympathetic. It is compelling. 
It is revealing. It is just. The one 
peculiar quality in eur institutions is 
that not alone in our hearts, but out 
of our hearts, has grown a means by 
which man can acquire justice for 
himself. That is the reason, my 
Russian friend, my Armenian friend, 
why this is a haven to you. Bring 
your music, bring your art, bring all 
your soulfulness, your ancient expe- 
rience to the melting pot and let it 
enrich our mettle. We welcome every 
spiritual influence, every cultural 
urge and in turn we want you to love 
America as we love it because it is 
holy ground—because it serves the 
world. 

Our boys went across the water— 
never let us hesitate to speak their 
glorious names in pride—our boys 
went across the water, because they 
were filled with the spirit that has 
made America; a spirit that meets 
challenge; a spirit that wants to help. 
Combine these two qualities and you 
have the essence of Americanism—a 
spirit symbolized by the Washington 
monument; that clean, straight arm 
lifted to heaven in eternal pledge that 
our land shall always be independent 
and free. 











THE MAGAZINE OF WALL STREET 




















te 


of 


of 


1e 
el 
er 
er 
"s 
er 
-d 
ig 
s, 


rf. 











“The Wisest Investor I Ever Knew” 


Two Investment Bankers Tell McMahon What His Methods Were — Functions of the Investment 


HE methods of the successful are al- 

ways interesting and _ instructive. 
Learning how others “got there” fre- 
quently supplies the means of getting 
there yourself. 

With this thought in mind, the writer 
called on the representatives of two large 
investment banking houses. His purpose 
was to hear from them what experience 
had shown them to be the wisest way to 
invest money in securities. 


LOUIS MUSIL’S CHOICE 


Louis Musil is the treasurer of Henry 
L. Doherty & Co., one of the oldest and 
largest of the investment houses of New 
York. If the word dynamic were not so 
much overused, I should apply it to Mr. 
Musil. He is in earnest and knows his 








LOUIS MUSIL 











job. When he warms to a subject he blos- 
soms forth into quite an orator so that I 
said to myself that, were he not an invest- 
ment banker he would shine as a swayer 
of juries. 

“Who was the wisest investor you ever 
knew?” I asked—and then I hastily 
begged him not to press the button or 
point toward the door for I realized that 
the question was a whale of a one—a sort 
of an Einstein proposition. However, he 
had an answer. 

“Some years ago a young man (we will 
call him Wilson), appeared at our bond 
department and announced that he wished 
to make an investment. Asked the usual 
preliminary questions, he said: 

“T have $500. I want to invest $300 
of it in a first class mortgage bond, and 
$200 in an equity security, drawing a 
little higher rate of interest.’ 

“Very well. He was attended to and 
went away. 

“A year or so later he came in again 
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with $2,000 and divided it into three parts. 
He bought another first class low interest 
bond for $1,000. He bought another 
equity security for $500. 

“What are you going to do with the 
other $500,” he was asked. 

“*Speculate with it,’ was the reply. 

“Later he appeared on the scene with 
$5,000, putting $2,500 in a gilt-edged bond, 
$1,250 in an equity security, leaving $1,250 
for speculation. 

“This is the way Wilson has been doing 
it from the first. He has not deviated 
from the policy that he mapped out for 
himself in the beginning, and probably 
never will deviate from it. He is a suc- 
cessful investor. 


Policy—Law of Conduct 

“Everything in nature works according 
to a policy or rule of action. A policy is 
a law of conduct mapped out in advance 
by a man or a collection of men, and ad- 
hered to though the heavens fall. The 
movements of the planets is based on a sys- 
tem and governments must establish a 
policy and follow it in order to be efficient. 
A ship without a rudder is only a derelict, 
tossed about by the currents and landing 
finally on the reefs. Successful men han- 
dle their investments according to a policy 
that they themselves have established, and 
that policy is as unwedgable and unbenda- 
ble as the gnarled oak. 

“Our man Wilson began with a policy 
of systematic saving and he did not wob- 
ble. He continued with a systematic 
policy of investment, and he did not 
wobble. Every fund that he has for in- 
vestment he divides into three parts— 
half of it in the soundest security he can 
find—half of the remainder in an equity 
security that has some possibilities in it, 
and the remainder for speculation. He 
budgets his securities. Budgeting his sav- 
ings and his investments and his specula- 
tions constitute his policy—his line of ac- 
tion. Part of his policy also consists in 
reviewing his securities every so often 
with strict regularity, and making such al- 
terations as maintain them up to date. 
These reviews of his securities take place 
by and with the counsel and advice of the 
investment house with which he has made 
a permanent connection. 

“Part of his policy also consists in 
choosing a reliable investment house and 
staying with it. He cares nothing for tips, 
nothing for free advice that daily is 
hurled at him from all sides, and hewed 
to the line. 


Going the Whole Distance 

“A policy to be effective must go the 
whole distance in a given department of 
conduct or action. There was a gentle- 
man once who wanted to buy a diamond 
and he said that his policy was to buy 
only good stuff—he would have only a 
flawless diamond. So far so good. But 
this gentleman stopped at the window of 
an East Side shop one day and looked at 
the display of diamonds. Some one came 
out of the store and ushered him inside, 


and proceeded to show him the ‘mag- 
nificent’ stock of ‘brilliants.’ 

“‘Here is a stone,’ said the proprietor, 
‘that you can’t get anywhere in the city 
for the price I have marked on it—only 
$200. You can’t duplicate it for $400 in 
most places. O, it is a beautiful stone— 
see how it sparkles—see the fire in it— 
and perfectly flawless.’ To make a long 
story short the gentleman bought the dia- 
mond after haggling for some time over 
the price. It certainly looked good to him 
and he got it for $100. 

“When he took his diamond to an ap- 
praiser, he was told that it was worth 
about a five dollar bill. 

“This gentleman’s policy did not go far 
enough. It ought to have included deal- 
ing with a respectable, an established, and 
a reliable concern.” 


JAMES SHELDON’S CHOICE 


Next on the program was Lee, Higgin- 
son & Co. How would James Sheldon of 
this ancient and honorable investment 
house answer the question, “Who is the 
best investor you ever knew?” 

Mr. Sheldon has such eyes as a certain 
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writer attributed to the late James R. 
Keene—“eyes that peep into the penetralia 
of your soul and behold the Arcana of 
motive and desire.” 

“Who is the best investor you ever 
knew ?” I asked Mr. Sheldon. 

“There are many of him in this present 
age. He first picks out the right house to 
deal with, goes to it and says: 

“‘T have so much money for invest- 
ment. How would you advise me to 
use it?’ 

“Such a man is successful in his invest- 
ments because he recognizes that this is 

(Continued on page 142) 
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Par for Liberty Bonds! 


(Continued from page 78) 








account of these facts. The rich 
holder of large amounts, who bought 
his bonds from purely financial motives 
or in repurchasing bonds sold to es- 
tablish income tax losses, is not entitled 
to the same deal as the small investor 
who has held on to his original bonds 
at a real sacrifice; and my plan pro- 
poses to treat them differently. 

“It follows,” continued the Colonel, 
“that the terms of the exchange of the 
new bonds for Liberty Bonds would have 
to vary according as the Libertys offered 
were originally subscribed for or bought 
in the market. The new bonds are to be 
exchanged on a par-for-par basis where 
the old bonds offered are those originally 
subscribed for. 

“For example, a subscriber for a $100 

Fourth 4% Liberty Bond offering to ex- 
change it for a Consolidated Bond, would 
get a $100 bond of the latter class. This 
being always worth par, he would be in 
the same position as if his Liberty Bond 
had always remained at par. Thus his 
just demand would be satisfied and no 
more. However, if a person offered to ex- 
change old bonds bought in the market, 
he would receive new bonds of a face 
value equal to the market price of the old 
bonds on a date fixed and published by 
the Treasury. Let’s take a concrete case. 
Let us suppose someone purchased $10,000 
Fourth 4% Liberty Bonds for $8,500 (and 
the Stock Exchange records show there 
aré many such cases). The Treasury 
. would select the market value on some 
past date as the value determining the face 
amount of the new bonds it would give 
for the old bond. Say that value were 
$9,000. The holder would then get new 
bonds of the face value of $9,000 which 
would give him no profit since he could 
have sold his old bond for that same sum 
and purchased that amount of the new 
bonds. 

“Thus, the proposed plan would 
absolutely prevent the market-pur- 
chaser from making any speculative 
profits whatever, while the subscriber- 
purchaser would get back a hundred- 
dollar value for the hundred dollars he 
originally invested. 

“To the extent that the plan would 
raise the small investor’s original invest- 
ment to par, it would prevent his more 
fortunate fellow citizen from gaining a 
financial advantage when necessity com- 
pelled the former to sell his bond. But is 
that any more than fair? Justice, and no 
more, would be done all around.” 


Taking the Little Fellow’s Word 


“But how could you recognize an orig- 
inal subscriber? How could you tell him 
from a purchaser in the open market?” I 
asked. 

“When the owners sell $50 and $100 
and $500 bonds, the dealers who buy im- 
mediately have them converted into the 
$1,000 denomination. Therefore substan- 
tially all small bonds outstanding are held 
by original subscribers and it would suffice 
to take the affidavit of the small bond- 





holder. The holders of the $1,000 and 
larger denominations will have records to 
substantiate the status of their bonds.” 

I asked about the tax exemption feature. 


“Liberty ‘Bonds carry exemption from 
local taxes and from Federal Income taxes 
in varying degrees. These exemptions are 
complicated. The exemption of the in- 
come from large classes of securities, 
combined with high surtax rates, has a 
-very unfortunate effect, for the rich may 
avoid the large part of the tax which the 
law intended them to pay. The Liberty 
Bond exemptions were intended to afford 
selling arguments during the campaign, 
and should be restricted to a minimum in 
the issue of the new securities. To ex- 
empt the income of the new bond from 
normal taxes, and from surtaxes up to a 
small amount would probably be the best 








A CASE IN POINT 


Richmond, Va. 
May 4, 1921. 
Col. M. W. Thompson, 
Governor, War Credits Board, 
Washington, D. C. 
My dear Sir: 

I see that you are making an ef- 
fort to make the Liberty Loan 
Bonds bring full value. 

The h t would bring 
great relief to me and doubtless to 
many others. 

Wife and I have $1,080 worth 
of bonds and savings certificates 
purchased during the war. I was 
then an active member of the N. C. 
Conference, M. E. Church South, 
but am now a superannuate with 

very small income. In 1919 1 pur- 
chased a humble little home in the 
suburbs of Richmond, Va., by 
i thereon for 


executing a mortgage 
$2,000, due July 25, 1922. If I 
could get full value for these bonds 
I am confident I can meet the pay- 
ment at that time. To sell the 
bonds at present market value in 
order to meet it is more than I 
think Uncle Sam would wish me to 
do, or I could well afford. 
Yours most truly, 


GEORGE T. SIMMONS. 























solution. It may be remarked right 
here that the present policy of exempt- 
ing state and municipal bonds from 
Federal Income taxes is detrimental to 
the business and moral sense of the 
entire body politic. Taxes collected 
by the United States on the incomes 
of the very rich for 1918 were but half 
those for 1917, and for 1919 but a quar- 
ter. The reason is because the owners 
of railway and similar bonds, and of 
U. S. bonds not tax exempt, were sell- 
ing them and buying tax-exempt state 
and city bonds.” 


Speculation in Libertys Would Cease 


“The new bonds would not be the subject 
of any speculative dealings whatsoever. 
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Speculators would not play the market 
in the new bonds for they certainly won't 
buy ‘for a rise’ when no rise is possible— 
or sell bonds short for a decline, if there 
is to be no decline. In 1920 Liberty Bond 
transactions constituted 72% of the total 
bond dealings on the New York Stock 
Exchange. Of course this was due to the 
fluctuation in Liberty Bond prices. Re- 
ports of the Government actuary show 
that the prices of Fourth 4%s varied as 
much as $11 per $100 of par during the 
first five months of 1920 and, at several 
times, as much as $3 and $5 in a single 
month. Such a condition is the specu- 
lators’ opportunity, whereas without fluc- 
tuation there would be no speculation. 


The Effect 


“The general effect of the plan would 
be to make the Government bond what it 
ought to be, the most stable of invest- 
ments. There were outstanding in the 
hands of the public on July 1, 1920, 6 
million separate pieces of war securities, 
Liberty Bonds and Victory notes. Well 
over three-quarters of the entire number 
were $50 and $100 bonds: Extending the 
baby bond class to take in the $500 pieces, 
the total reaches 57% million, or 87% of 
all the pieces; in other words, only the re- 
maining 13% are in denominations of 
$1,000 and larger. Of the holders of bonds 
in the $500 and under class, but few own 
more than two or three; but, in the $1,000 
or $10,000 group, the owners often hold 
hundreds of bonds. 

“Approximately 18 million people 
bought and still hold these small bonds. 
They bought them in good faith through 
the best of motives. They should be at 
par.” 

“What about the solution set forth by 
some bankers of refunding the entire pub- 
lic war debt through an issue of new 5% 
bonds to run for a period of some 40 
years?” was my next query. 

“This assumes that the 5% rate would 
enable the bonds to be floated at par. 
Forty years is a long time, and even the 
advocates of this plan know and expect 
that, during that time, the effective in- 
terest rate will drop far below 5%, thus 
sending the bonds to a premium. This 
would enable the rich holders of large 
blocks to realize a neat profit on sale, or to 
draw a higher interest than would be ob- 
tained if the interest rate were adjustable 
from time to time; and would saddle upon 
the taxpayer, the general public as a 
whole, the necessity of paying this exces- 
sive interest. In short, this banker’s plan 
is for the large investor and not for the 
small one or the Government. In my plan 
the claims of the small subscriber and of 
the Government stand foremost.” 





MIDDLE STATES DIVIDEND 


At the dividend meeting May 19, the 
director, in addition to declaring the reg- 
ular cash dividends of 1 per cent monthly 
for April, May and June, and 1 per cent 
extra for the quarter, payable July 1 to 
stock of record June 10, 1921, directed 
the executive committee to repor. on mar- 
ket and other conditions necessaiy to de 
termine a conservative policy upon which 
additional or special income might be pro- 
vided for stockholders, in addition to the 
4 per cent announced for July 1, 1921. 
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RAILWAY OPERATING EXPENSES 


In an analysis of the causes of in- 
creased operating expenses of American 
railroads before the Senate Committee on 
Interstate Commerce, Julius Kruttschnitt, 
chairman of the board of the Southern 
Pacific Company, said in part: 

Doubtless the higher level of trans- 
portation charges put into effect in Au- 
gust, 1920, and in the months following, 
coming as it did at a time of great in- 
dustrial readjustment and -. disturbance, 
when prices were falling and the purchas- 
ing power or the purchasing inclination 
of the consuming public was substantially 
reduced, increased anxiety, and was 
thought to impose the duty of a thorough 
study and understanding of the situation, 
and of a comprehensive inquiry as to what 
bearing, if any, the present level of trans- 
portation charges has upon the existing 
business depression. 

In order, however, to understand the 
problem, and properly to apportion the 
responsibility for the result, it must be 
appreciated that, except as either is af- 
fected by bad management, the railway 
operating revenues and more than 64 per 
cent of the railway operating expenses 
(being the labor costs), and in 1920, in 
addition, a very substantial part of the 
cost of materials and supplies which were 
purchased by the railroad Administration 
during Federal control, but used by the 
railroads at the prices paid, or contracted 
by the Government to be paid, ARE 
FIXED BY THE GOVERNMENT. 

In other words, that the Government 
prescribes the charges from which the 
operating revenues of the carriers come, 
and likewise fixes the wages, which con- 
stitute more than 64 per cent of the op- 
erating expenses, and that the price of 
the necessary materials and supplies which 
the carriers must have, are fixed either 
by the Government as above stated or by 
economic forces beyond the power of the 
carriers to control. 

The narrow limits within which the 
powers of management may be exercised 
are thus manifest, and, of course, where 
there is a limit to power there is a corre- 
sponding limit to responsibility. At the 
same time, even within the limits of these 
restrictions, there is room for the play 
and for the effect of good or bad man- 
agement, and the character of the man- 
agement, whether good or bad, efficient 
or inefficient, is a legitimate and proper 
subject of inquiry. Care must be taken, 
however, to appraise justly the several 
causes contributing to the result and to 
apportion to each cause its due share of 
importance. 





CASH GRAIN 
(Continued from page 88) 














offices of the State Inspection Department 
where they are examined and graded by 
expert graders and inspectors appointed 
by the State of Illinois, after which they 
are ready to be delivered to the Board of 
Trade. 

As soon as the samples arrive on the 
trading floor of the exchange they are 
transferred to tables. Each table may 
contain from one to fifty samples. They 
are then opened and looked over by the 
floor men who have already received no- 
tices from their shippers, stating what 
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each contains and the neighborhood from 
which the grain was shipped. Armed with 
these facts about the different cars, the 
samples of grain, and a knowledge of the 
world’s markets, the commission man is 
ready for business. 

There is no more formality in making 
transactions in cash grain than there is to 
those made for future delivery in the 
pits. The same honor system is employed 
and record of each deal is made on cards 
similar to those used in registering de- 
ferred obligations. If after a buyer has 
made his purchase he is not satisfied with 
the grading fixed by the State Inspection 
Department office, he can have it resam- 
pled and tested by the Board of Trade’s 
own inspection department. Should there 
be a substantial difference between the 
two reports, the State officials make a 
second test. Any dissatisfaction on the 
part of either buyer or seller, whether it 
be on grading or because of supposed 
violation of the trading rules, can be taken 
to the Committee of Appeals, consisting 
of three members of the Board of Trade, 
and adjusted. 

Services of the Commission Merchant 

The grain commission merchant ren- 
ders a service of very great value to the 
country shipper. He stands between the 
wary world of consumers on the one 
hand and the anxious army of producers 
on the other, performing the very import- 
ant, and at times very difficult task of 
finding the lowest freight rate and the 
highest market price for each carload of 
grain daily offered for sale. He takes it 
from anywhere and sends it everywhere. 
The grain commission merchant is to the 
grain trade what the salesman is to the 
factory, what the catalogue is to the mail 
order house. The farm is the factory 
and the commission merchant the sales- 
man to the world’s markets. Just as the 
wheels of the factory would stop without 
the salesman, and the clerks in the mail 
order house would stand idle by full 
shelves unless the catalogue did its work, 
so the farms, which are the factories, and 
the elevators, which are the loading sta- 
tions, depend daily upon the selling ser- 
vice rendered to them by the commission 
merchant. 

Competition has driven the commission 
merchant to render every possible service 
to the country shipper. He not only 
hires the most expert salesmen to operate 
for him on the floor of the Board of 
Trade, and spends a great deal of time 
and effort to keep in touch with the best 
buyers and to secure the highest possible 
price, but he supports several other valu- 
able departments. His traveling men are 
selected partly because they are familiar 
with the business and can give aid and 
advice in all departments of the country 


grain business to the country shipper..He . 


makes it his business to collect claims 
from the railroad companies for loss in 
transit. He settles promptly. He follows 
each car to hurry its unloading. There 
is no. other business handled on so close 
a margin, when the money risks and the 
many services rendered by the commis- 
sion merchant are considered. 

The commission merchant must not only 
be honest in his effort to secure the high- 
est price for his client, but he must know 
how to do it. He must know grain, and 
the better he knows it the better for him 





and his client. He must also know geog- 
raphy. He must know where the bulk of 
the grain is and where it will be needed. 
He must know market conditions the 
world over. When this kind of service 
can be secured, and it is the opinion of 
successful country grain men that such 
service is available in the large terminal 
markets, then the producer who consist- 
ently consigns to reliable commission mer- 
chants undoubtedly fares the best in the 
long run. 

For his services the commission mer- 
chant receives a straight commission of so 
much per bushel. The amount of this 
profit depends upon the volume of busi- 
ness which he can command, and this 
business is secured, as already explained, 
by means of the agents he sends out. 

In this’ connection the credit relation- 
ship existing between the commission mer- 
chant and those for whom he deals should 
be explained. When the country dealers 
ship grain from their elevators they can- 
not wait until it arrives at the primary 
market to receive the proceeds, because 
their limited capital is needed to purchase 
more grain. Herein the commission mer- 
chant renders them a valuable service by 
furnishing them with credit. When the 
grain is shipped, the country concern 
takes the bill of lading and attaches to it 
a draft drawn against the commission 
merchant. Upon depositing this in the 
country bank the country dealer receives 
credit with which he may buy more grain. 
In a reasonably stable market the com- 
mission merchant will permit the country 
dealer to draw against him up to 90 per 
cent of the value of the grain shipped. 

In addition to this means of supplying 
credit some commission firms advance 
money to country shippers upon an open 
account. An arrangement is made by 
which the latter may draw upon the com- 
mission firms up to a certain amount 
without depositing bills of lading or any 
collateral. The reason back of this is 
that country shippers sometimes find it 
impossible to secure cars to ship out grain 
held in the elevator. Their own capital 
becomes tied up, and money is needed to 
buy the grain which farmers are bringing 
in. In such an emergency the capital of 
the commission merchant is advanced to 
satisfy temporary needs. The amount 
which is advanced depends upon the finan- 
cial standing’ of the country shipper. 
When the grain finally arrives in the 
primary market and is sold, the advances 
by draft or otherwise are, of course, de- 
ducted in making the settlement. 





GOOD OUTLOOK IN CHILE 


American commodities at present suf- 
fer no disadvantage with respect to other 
nations, and although for a time adverse 
exchange may raise the price of United 
States products to a point where cheaper 
goods may be used, the American manu- 
facturer may count on Chile henceforth, 
provided he knows enough to handle the 
business properly. There should be a 
study of Chilean conditions, manners and 
customs made by firms which look into 
the future towards establishing perma- 
nent connections. Also there should be 
such investment of American capital in 
Chili as will induce an easier flow of 
American commerce with that country. 
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IF YOU OWN 
8% BONDS OF 


France Switzerland 
Belgium Norway 
Denmark Brazil 
Chile 
San Paulo Berne 
Zurich Christiania 
Bergen 


Our circular M. 14 which 
compares the callable, sink- 
ing fund and redemption 
terms of the various issues 
will probably be of interest 
and value to you. It is free. 


It is advisable that you tell 
us which bonds you own. 








Robert C. Mayer & Co. 


Investment Bankers 


Equitable Bidg. 
New York 
Tel. Rector 6770 
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Payments 











We ‘are specializing in 
the handling of out-of- 
town Partial Payment ac- 
counts for both small 
and large investors. — a 
Successful men invest 
their funds in sound mar- 
ketable and income-yield- 
ing securities. 

We shall be glad to co- 
operate with you in the 
purchase of seasoned se- 
curities under our plan. 


Our descriptive booklet M112 
Sent on request. 
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Prospects of Leading Industries as Seen by Our Trade Observer 


As the general tendency in a given trade is but one of the many factors affecting 
the price of securities representing that industry, the reader should not regard these trade 
tendencies alone as the basis for investment commitments, but merely as one of many 
factors to be considered before arriving at a conclusion. 
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Consumption Greater Than Production 
T is becoming apparent that the nation 
is on the verge of an increasingly un- 
comfortable position with regard to its 
soft coal supplies. There are at present 
about 32,000,000 tons of bituminous coal 
held above the ground and this is about 
18,000,000 tons below normal requirements. 
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At the present rate of consumption as 
against production the reserve is being de- 
pleted at the rate of about 4,000,000 tons 
monthly. This means that, unless indus- 
trial conditions become much more un- 
favorable than they are at present—an en- 
tirely unlikely assumption—within six 
months, an acute situation will have de- 





veloped with regard to available supplies 
of soft coal. 

Another factor enters into the situation 
and that is that, unless,coal moves more 
freely now, there are possibilities that next 
autumn may see the repetition of last 
year’s car shortage. The attitude of con- 
sumers at present is not conducive toward 
entering long-term commitments as a re- 
sult of the present industrial depression 
but it is seriously a question whether the 
pursuit of this policy can result beneficially 
to any of the many interests concerned in 
the coal industry. 

The present tendency in the coal market 
is toward a gradual elimination of the 
“spread” in prices which has heretofore 
existed between the spot and contract 
markets. There is at present a difference 
of between 25 and 85 cents a ton between 
the prices quoted in the spot market and 
those which are demanded in the contract 
market, with the lower prices obtainable 
in the former. Under the circumstances, 
there is not much inducement for consu- 
mers to enter the contract market and as 
a result the contract season has been de- 
layed about a month. Both the large in- 
dustrial consumers and the railroads are 
delaying their contract purchases so far as 
possible. The natural result is to deplete 
stocks available for spot delivery with the 
practical certainty that spot prices will rise 
to a level equivalent to that of the con- 
tract market. 

There is slim possibility of lower con- 
tract prices. This is due to the fact that 
labor costs, the largest item in coal opera- 
tions, are still at the peak and that there is 
small prospect of reducing the same on 
account of the iron-clad contracts between 
labor and the mine operators. For that 
reason, an advance in spot prices to 
meet those of the contract market is 
more likely than a decline in contract 
prices to meet those prevailing in the 
spot market. 

Of late, soft coal production has shown 
a tendency to increase but at a diminish- 
ing rate. In any case, the increase is of 
small significance considering the rate at 
which consumption is overtaking pro- 
duction. 

The British coal strike has had the effect 
of slightly increasing exports abroad, but 
this has no permanent significance. It is 
doubtful that the United States, under con- 
ditions which are likely to prevail in the 
future, will prove a serious competitor to 
the European agencies, at least so far as 
Europe is concerned. They have all the 
coal they need and are able to bring it 
out of the ground cheaply and efficiently. 
Our prospects in South America and other 
places are better, however, so that some 
outlet is left to our export coal trade. 
Nevertheless this will probably not amount 
to enough to make us a really important 
factor in the world’s coal trade. 

The export trade in the coal industry, 
however, is only a relatively small part of 
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its activities, by far the vast bulk going 
directly to domestic consumers. While 
the present state of the soft coal trade at 
home is not encouraging, it is practically 
certain that this important industry is on 
the verge of better times. 

Anthracite production has held up very 
well and the market seems more stabilized 
than during the past few months. In fact, 
hard coal has suffered very little from the 
untoward circumstances of the past half Z : y 
year. Prices have declined somewhat but ; Canadian, European and South American nations, 
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Before the war these same borrowers issued their ex- 
ternal bonds in Europe, payable in pounds sterling, 
which have been actively traded in ever since on prin- 
cipal European exchanges. 
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Quiet Conditions Still Prevail 

i is clearly apparent that the recent 

action of the U. S. Steel Corporation 
in cutting prices has not been provocative 
of any important buying. One of the in- 
teresting results of this action has been a 
reduction in the amount of orders received 
by the independent interests, while the 
leading interest itself has not been affected 
one way or the other. Steel Corporation 
activities are at about 40% of capacity, 
which is practically the same as for the 
past month; whereas independent opera- 
tions have been reduced from an average ; 


of about 45% to 35%. 
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The purchasing power of the dollar, enhanced through 
the dislocation of international exchanges, has enabled 
well-informed discriminating American investors to 
choose many bargains from a wide assortment of 
bonds selected by investment houses who are closely 
in touch with the markets here and abroad. Inves- 
tors in this country are becoming increasingly appre- 
ciative of the advantages of information along these 
lines. 


We are in constant cable communication with the 
principal foreign markets; the benefits from our 
experience and information are made available to any 
who may be interested. 





OF WALL STREET'S STEEL STOCKS’ AVERAGES: 


We have just prepared a study of sterling exchange 
under the title, “The Pound Sterling and Its Price.” 
This monograph may be had by writing to any of our 
offices listed below. 
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With the exception of certain products 
such as structural steel and sheets, the 
steel market, as a whole, is extremely dull. 
Tin plate production is falling off rapidly 
and the pipe market does not show im- 
pressive signs of strength. Even sheet 





























Stimatiscames i: 7 COLUMBIA MOTORS 
the bulwarks of the steel industry, shows 
a tendency to decline, probably in prepara- . FS mt : te 
tion for a slump in the automotive indus- A recent analysis of this issue giving history, dividend 
try, and there seems no question but that, record, earnings, together with outlook for present busi- 
within a month or so, this particular de- ness, is available on request. / 
partment of the market will revert to the 
sluggish conditions prevailing in the early WE ARE SPECIALISTS IN MOTOR 
part of last winter. One of the bright SECURITIES 
spots in the market is structural steel, 
which has more than held its own. Since ° 
February, production has increased from Lee, Gustin & Co. 
25,000 tons to about 56,000 tons. a Members Detroit Stock Exchange 

Steel movements are very disappointing Dime Bank Buildi a 


and it is practically certain that the sum- 
mer months will not provide greatly in- 








} 
; 
; 
: 












































& 


INVEST in 
the SECURITIES of 
COMPANIES 
Whose Products You Use 


We Offer 


16 American Thermos Bottle B 


Company incorporated 1907. Stock 
dividend last year, 50%. Cash divi- 
dend rate 8%, 


Price 80, yielding 10%. 


25 Atlas Portland Cement pfd. 


Company incorporated 1899. Divi- 
dend rate 8%. 


Price 102, yielding 7.84%. 


15 Borden Co. (Milk) common 


Company incorporated 1899. Pres- 
ent dividends 8%. 


Price 98, yielding 8.25%. 


10 Borden Company (Milk) pfd. 


Company incorporated 1899. Divi- 
dend rate 6%. 


Price 89, yielding 6.74%. 


22 Burroughs Adding Machine 


Dividend rate 
Price 155. 


Incorporated 1905. 
8% with extras. 


10 Childs Company (Restaurant) 
pees 1906. Cash dividend 


Price 99, to yield 8.08%. 





These offerings are made 


subject to prior sale 
and change in price. 





Tobey & Kirk 


ESTABLISHED 1873 
MEMBERS NEW YORK STOCK EXCHANGE 
25 Broap St.,New YorK 
Direct Private Wire to 


Chicago Detroit Pittsburgh 
Grand Rapids Kansas City 














creased business. This situation is due to 
the fact that the carriers are holding off 
purchases for reasons which are well 
understood, and also to the fact that 
building operations, while increasing, are 
not yet of sufficient scope to keep the 
plants fully occupied. It is difficult to 
see how this condition can be changed 
until labor costs come down, transpor- 
tation rates are reduced and there is a 
more secure feeling on the part of busi- 
ness interests as to the ultimate return 
on investments made under present con- 
ditions. 

Under the circumstances, buyers are ex- 
erting the utmost caution and are not dis- 
posed in the least to commit themselves to 
obligations which can be avoided at the 
present time. Orders which are now being 
executed are for the purpose of covering 
immediate requirements and which can no 
longer be postponed. On the other hand, 
the fact that a number of consumers have 
recently been compelled to re-enter the 
market denotes a stronger underlying sit- 
uation. 

Pig iron movements of late have been 
better, but this has been at the expense of 
prices which have been cut. Competition 
between the furnaces is very keen and the 
disposition is to reduce stocks wherever a 
price reasonably close to the market can 
be secured. Considering the cost of pig 
iron production, there is no doubt as to 
its relative cheapness; but this has little 
effect as long as consumers prefer to stay 
out of the market. 

The recent action of the Republic Iron 
& Steel Company in passing the dividend 
on its junior stock is illustrative of the 
difficulties now being encountered by many 
of the independent steel companies. It is 
probable that this action will be followed 
by further dividend reductions or suspen- 
sions by other independent interests. 
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Industry Facing Re-Adjustment 
bar outstanding feature of the tobacco 

situation is the extraordinarily large 
amounts of stocks on hand. According to 
a recent Government survey, it is estimated 
that the amount of smoking and chewing 
tobaccos, including tobaccos for export but 
not including cigar tobaccos, on April 1, 
was 1,363,000,000 pounds against 1,06l,- 
000,000 pounds on January 1, 1921, and 
849,000,000 pounds on October 1, 1920. 
This represents an increase in stocks on 
hand of about 60% within a period of 
six months. At the sanie time, demand for 
these products has declined.so that the 
net result is unfavorable to the various 
interests engaged in this industry. 

The prime factor in increasing the 
amount of stocks on hand was the sharp 
decrease in the price of leaf tobacco. 
With prices at a decline of 50% from the 
peak of 1920, large consuming interests 
heavily increased their supplies in order 
to take advantage of the low cost. Had 
demand continued at the rate of last year, 
it is apparent that the accumulation of 
low-cost leaf tobacco would have been very 
profitable. Unfortunately, however, the 
potential demand for the manufactured 
products was over-estimated and the result 
is that the large manufacturing and retail 










organizations are burdened with excessive 
inventories which must be reduced if they 
are to continue on a profitable. basis. 

There are indications that a general cut 
in tobacco prices is not far distant. In the 
instance of medium-priced cigars, price 
cuts ranging from 15 to 50% are not un- 
common, Smokers’ materials have been 
cut from 25 to 50%. On the other hand, 
cigarettes are maintained at the old level 
and high-priced cigars have not been cut 
to any considerable extent. The price- 
cutting movement thus far has been 
sporadic and has been confined to only 
a few sections of the country. The 
tendency, however, is definite in this di- 
rection and it seems only a question of 
time before the price-cutting movement 
will reach virtually every factor en- 
gaged in this business in every section. 

The farming interests have not yet been 
able to extricate themselves from their 
difficulties. There are at present plans 
looking forward to the establishment of 
marketing organizations which, it is hoped, 
will prove an efficient factor in disposing 
of the present large stocks on the farms. 
It is to be doubted, however, that this can 
have much effect on the situation, consid- 
ering the excessive supplies and the de- 
clining demand. Practically the only hope 
for betterment is a recovery of the Euro- 
pean demand. Since last year, exports 
abroad have declined greatly and this is 
one of the chief factors contributing to the 
present situation. Should demand from 
abroad improve, this no doubt would 
greatly aid the farming and other interests 
in this industry. However, it does not ap- 
pear likely that alleviation from this source 
can come about in the near future owing 
to the uncertain economic situation abroad. 
For that reason, it is probable that the 
farming interests will face another poor 
year. This impression is intensified when 
it is understood that preliminary crop esti- 
mates indicate that the next tobacco crop 
will be about 75% of last year’s instead 
of 50%. 

It had been considered that a 50% cut 
in acreage was essential if the farmers 
were not to be burdened with another large 
crop in addition to the unsold portion of 
the last crop. On the basis of the new 
estimates, it appears that the next crop 
will be excessive considering present con- 
ditions. These probably unfavorable re- 
sults for the farming interests will almost 
inevitably exert a corresponding effect on 
the manufacturers and retailers. 

In a word, the tobacco industry, in gen- 
eral, appears to be facing an extended 
period of readjustment. 
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Buyers Still Have the Advantage 
OTWITHSTANDING the general 
curtailment of demand for petroleum 
products, production of crude oil is prac- 
tically the highest on record. In March 
the daily production was 1,316,193 barrels, 
or 13,000 barrels beyond the best previous 
record, made in November, 1920. April 
output has been at an even higher rate, and 
there are no indications at present to show 
that the rate of production will be greatly 
reduced in the near future. 
Although the crude oil market in April 
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seemed to be on the way to recover from 
its setback, latest indications are that un- 
restricted production in the face of the 
limited demand is beginning to exert a 
more fully’ pronounced effect on prices. 
The recent reduction of prices on various 
Eastern crudes indicates plainly that, at 
least for the present, any attempt to force 
prices up in the face of the present heavy 
over-supply will meet with little success. 
There is no question that the era of 
high prices in the oil industry is defi- 
nitely ended. All signs point to a con- 
tinuation of the present readjustment. 
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The oil export market has suffered se- 
verely. Total exports of refined products 
in March were not much above 100,000,000 
gallons or a decline of about 30% from 
the beginning of the year. The principal 
loss in exports has been in kerosene. Most 
of our kerosene exports go to the Far 
East, where financial conditions are at 
present rather complicated due to an ad- 
verse trade situation. 
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Domestic markets for refined petroleum 
products are depressed. Buyers have not 
changed from their waiting attitude. Not- 
withstanding the recent cut in kerosene 
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American Express Company 
WORLD-WIDE INVESTMENT SERVICE 
lor Investment Houses & Banks 


The New International 


Market 





Over one hundred and sixty different foreign govern- 
ment and municipal issues are actively traded in on 


the London Stock Exchange. 


More than forty Foreign Government issues listed on 
the New York Stock Exchange and more than one 
hundred and fifty foreign issues of various currencies 
are being purchased for investment in the United 
States. This list is being increased almost daily. 


The American Express Securities Department is pre- 
pared to furnish Investment Houses and Banks with 
prices and complete information on foreign government 
and municipal bonds. 
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AMERICAN EXPRESS COMPANY” 
65 BROADWAY~ NEW YORK 
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Foreign 
Exchange 
Explained 


Call, telephone of write. 
Ask for booklet MX-28. 


Wm. H. McKenna & Co. 


25 West 43rd St. 


Telephone Murray Hill 8080 





New York City 























Here’s 
One 
Contented 
Investor— 


“Gentlemen: 

“It is a pleasure for me to men- 
tion a word of praise for your 
peerless service in supplying me 
with bonds for my surplus funds. 
I have found you always prompt, 
courteous and efficient. The prop- 
erties securing the bonds I have 
bought of you appear to me to be 


the best of their kind. The 
prompt way interest is paid is 
reassuring. 


“Recently I desired funds for 
urgent purposes. When I men- 
tioned this to you I received your 
letter suggesting that I either sell 
back to you some of the bonds I 
had bought of you, or accept a 
loan from you using the bonds as 
collateral. 

“After giving the matter ma- 
ture consideration, I decided I 
did not want to part with such 
excellent securities, but would 
accept a loan from you at the 
same interest the bonds bear. You 
provided me the funds I needed 
at a time when accommodation 
was very much appreciated. 

“I shall always be glad to as- 
sist you in any way I can, and to 
help others avail themselves of 
your splendid service.” - 

(Name of investor on request) 


INVEST IN 
7% Miller Mortgage 
Bonds 


You will find these bonds a thor- 
oughly safe investment, because 
they are issued only on income- 
earning, non-speculative, fireproof 
properties, in prosperous locali- 
ties. These properties are worth 
approximately twice, usually more 
than twice the amount of the 
bonds issued. An ample Sinking 
Fund provides that all payments 
will be made regularly. The su- 
pervision of a Trustee is a guar- 
antee of additional safety. 


- Send today the coupon below for inter- 
esting booklet, “Creating Good Invest- 
ments” clearly explaining how well safe- 
guarded and profitable are Miller Mort- 
gage Bonds and how adequately they 
meet the needs of large and small in- 
vestors. 


$100 Bonds; $500 Bonds; $1000 Bonds 

7% Interest payable twice yearly 
Maturities, 2 to 15 years 

Partial payment accounts invited 
MAIL. THIS COUPON TODAY 

r'"G. L. MILLER & COMPANY, 1 

805 Hurt Building, A 

Gentlemen: Please send me c of in- 

teresting booklet, “Creating In- 

vestments.” 

PIED wice db vcccdsepesscecdltedeusmeatauseece 

Address 

Ca CR BURR ic ccicvensevenssanccuaiunas H 
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G.L.MILLER & G. 
AURT BUILDING ATLANTA GA 
“Firs ‘elfare” 
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prices, demand has not visibly increased 
and the market is very dull. There is 
keen competition in the fuel oil market and 
gas oil is soft. Bunker oil, of course, is 
weak, on account of the dull times pre- 
vailing in the shipping industry which has 
not been helped any by the strike. Gas- 
oline, on the contrary, is fairly firm though 
it is not moving in such large quantities 
as might be desired. 

On the whole, it appears that the oil 
situation is not particularly encouraging, 
at least so far as immediate prospects are 
concerned. The essential fact is that pro- 
duction is in excess of consumption and 
that stocks on hand are accumulating. To 
adjust conditions will take time, which 
means that prices will probably have to 
stabilize at a fairly low level for an in- 
determinate period. 





COPPER 











Revival on the Way? 
OF late, demand for copper has been 
more encouraging. Both domestic and 
foreign business are improved, although 
few of the transactions are on a large 
scale. An interesting phase of the present 
situation is the increase in business with 
Europe. Germany has bought 1,500,000 
pounds since meeting the Allied demands 
and it is probable that the demand from 
this latter source will increase as soon as 
financial preliminaries with regard to the 
initiation of payments on the German in- 
demnities have been completed. The big- 
gest foreign buyer is Japan, which is un- 
derstood to have acquired over 7,000,000 
pounds in the past week or two. 

Domestic buying for the purpose of 
meeting May and June requirements has 
been practically completed. It is signifi- 
cant, however, that inquiries for third- 
quarter delivery are increasing and that 
some actual business is being done on this 
basis. 

Producers have not changed in their at- 
titude of curtailing output until consump- 
tion has reduced the surplus by a much 
wider margin than prevails at present. 
The average rate of production for the 
mines of the country, as a whole, is about 
35% of capacity. This rate will probably 
be reduced further. There is obviously no 
temptation to increase production with so 
large an unsold amount of the red metal 
on hand. Furthermore, even at 13 cents 
a pound, most produgers are losing about 
2 cents on every pound sold. They are 
not likely to push things very energetically 
on this basis. 

Prices below 13 cents a pound have dis- 
appeared, at least for the time being. 
Prompt deliveries are being made on a 
13%-13% cent basis and it is not unlikely, 
if the present demand continues, that a 
moderately higher level will be seen within 
the near future. It is improbable, how- 
ever, that prices will advance far above 

ent levels as the producers are 
eeping a wary eye on their. surplus 
and this surplus cannot be moved if 
paso are advanced too radically. 
evertheless, it is apparent that a more 
optimistic feeling prevails in this mar- 
ditions improve, the metal appears to 
ket; and assuming that European con- 
be broadly on the uptrend. 
The tin market is very quiet both here 








and in London. Consumers are not show- 
ing much interest but prices are holding up 
fairly well. Buying interest in lead is 
slowly coming to a halt. The recent flurry 
does not seem to have been based on any- 
thing more fundamental than a concerted 
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demand from various quarters for the 
purpose of filling immediate needs. Also 
the advance in prices by the leading in- 
terest has served to discourage buying. 

Zinc is quiet and unchanged but holds 
some interesting possibilities as the stat- 
istical position of this commodity is grow- 
ing stronger. 
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Conditions Slightly Improved 

A SLOW improvement in demand for 

various paper products has appeared 
in different sections of the country. In 
some lines, stocks have been depleted to 
an extent making necessary the entrance 
of large buyers into the market. Book 
paper, for example, is in a stronger posi- 








r 1920 ~ A9h 
FMAMIJASONDIJEM 


PAPER (All Cla 


PMENTS 


wr 
vw 
Oo 


” 
c 
2 
3 
6 
3 
3 500 
me 





tion. General conditions in this market are 
becoming satisfactory and it is believed 
that business will be on a normal basis 
before the end of the year. In other lines, 
such as tissues and boards, there has been 
a visible improvement in demand and sen- 
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timent connected with these trades is more 
optimistic than for some time. 

Despite the better tone in the various 
markets, both consumption and production 
are still considerably below that of the 
beginning of the year (see graph) and 
greatly below that of the most active 
period in this industry in 1920. Govern- 
ment reports indicate that employment in 
March showed a decrease of 15.4% as 
against the same month last year and that 
in the same period, payrolls had shown a 
reduction of 21.9%. Since last March, 
however, paper output, in general, has de- 
clined further so that the number of un- 
employed is by this time greater than that 
indicated by the report alluded to above. 

The newsprint industry is now the scene 
of a bitter labor conflict as a result of 
the determined attempt of the employing 
interests to cut wages 30%. This is being 
resolutely opposed by the workers and 
there seems little prospect of compromise. 
In the meantime, newsprint supplies are 
steadily being depleted and with most of 
the important newspapers facing a news- 
print shortage within 60 days, the situa- 
tion looks serious. Certainly if the strike 
is prolonged, it will result in measurably 
higher prices for the commodity. . 

So far as newsprint is concerned, funda- 
mental influences do not seem to point to a 
resumption of the great prosperity of the 
past few years, at least within the imme- 
diate future. One of the most potent fac- 
tors in this connection is the steadily rising 
flood of imports from foreign sources 
other than Canada. This refers specifically 
to imports from the Scandinavian coun- 
tries, which. are shipping fairly large 
quantities of pulp, and Germany, which is 
sending us newsprint, albeit of an inferior 
quality. Were it not for the present strike 
and its possible influence toward higher 
prices, it is believed that foreign factors 
would result in marking newsprint prices 
down to a closer approximation of pre-war 
levels than now obtains. Eventually it 
may be presumed that the broad tendency 
toward lower prices will become more 
fully pronounced. 

Aside from the newsprint branch, there 
is no question as to the improvement of 
conditions in the paper industry as a whole. 
Nevertheless, there is some scepticism as 
to whether the improvement will hold. In 
most quarters intimately familiar with this 
industry, it is held improbable that the 
demand for paper products can continue to 
gain without equal improvement in busi- 
ness conditions in general. Inasmuch as 
it is not expected that general business 
conditions will improve greatly until the 
end of the year, it is possible that the 
paper industry will face further readjust- 


STRAIGHT LINE METHODS 


Courage in 
Business 


All modern industrial and mercantile 
expansion depends upon courage. It 
explains progress. It determines the 
limits of individual success. It is the 
physical expression of confidence and 
belief. 


Business moves forward only so far as 
it is led by men with the vision of new 
conditions, new ideas, new forces, new 
methods—and the courage to put them 
through. 


Business weaklings are left behind at 
the end of every period of inflation. 
Courage is not governed by conditions; 
it controls conditions. It not only rec- 
ognizes, but eliminates, weak organiza- 
tion, mistakes, inefficiency. 


Courage is inspired by knowledge. 
Knowledge dispels fear. Knowledge of 
your business—timely and dependable 
Facts and Figures from every depart- 
ment—points out weakness and waste; 
while knowledge of better methods, 
with courage, eliminates them. 
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Slow Improvement Noted 


CONDITIONS both in the wool market 
and in the woolen manufacturing cen- 
ters are slowly but surely improving. Dur- 
ing the past few weeks, there has been a 
steadily increasing volume of business in 
the Boston wool market. Some of the 
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A Strong 
Public Utility 


HE Portland Railway 
Light and Power 
Company supplies electric 
light and power in more 
than twenty communities 
in western Oregon, in- 


cluding Portland. It also 
operates the Portland 
City Railway system, 


which is showing a sub- 
stantial earning power. 


For the past twelve years 88 
per cent of the electric en- 
ergy has been generated by 
water power. A continuance 
of economical operation will 
be made possible through de- 
velopment of additional 
hydro-electric properties. 


The State commission valued 
the properties of the Com- 
pany at a figure which is 
more than 150% of outstand- 
ing mortgage debt, including 
this issue. 


WE OFFER with our recom- 
mendation Portland Railway, 
Light and Power Company 
25-Year 714% First Lien and 
Refunding Mortgage Gold 
Bonds, Series “A,” due May 
1, 1946, and NON-CALL- 
ABLE during the first ten 
years. 


A sinking fund of at least 


$450,000 each year is pro- 
vided. 


Price to yield 
OVER 7.85% 


Complete circular upon 
request. 


bet 


Uptown Office: Fifth Ave. & 43rd Se. 


' The above statements have been ob- 
tained from sources we believe to be 
accurate. We do not guarantee but 
believe them to be correct. 





most important manufacturers have en- 
tered this market and have purchased suf- 
ficient raw material to cover requirements 
for the next few months. 

The outstanding fact about the general 
woolen trades is that there is a solid feel- 
ing .of optimism with regard to future 
business. The evil of cancellations seems 
to have disappeared and manufacturers 
feel encouraged to go ahead with their 
operations. As a result, they are more 
willing to make commitments in the raw 
wool market. 

One of the favorable features from a 
long-range viewpoint is that prices show 
little change notwithstanding the improve- 
ment in demand. This encourages further 
buying and tends to reduce the large wool 
surplus. 

Manufacturing operations have increased 
considerably since the beginning of the 
year and, consequently, unemployment in 
this industry is not so pronounced. Wage 
reductions have been accepted with more 
or less good grace and there is no reason 
to anticipate any serious labor difficulties. 
Even in New York City, which has been 
the scene of a bitter labor strife, condi- 
tions in this respect are slowly reverting 
to normal. 

Retail prices on clothing have been cut 
although not to the extent which consu- 
mers demand considering the wide reduc- 
tion in wholesale prices. Nevertheless 
there is a slow but steady trend in the 
direction of lower retail prices and very 
probably, by autumn, prices will be on a 
reasonable basis. This, of course, should 
further stimulate buying and consequently 
should increase manufacturing operations 
and thereby aid the wool market. 

The above factors point almost con- 
clusively to steady recuperation in the 
woolen industry and while profits will 
be small they will be sure so that the 
various interests engaged in this indus- 
try will probably be better off ultimately 
<- they were at the peak of the war- 
oom. 
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A Series 
on the 
Coppers 
We are issuing a series of 


letters comprehensively an- 
alyzing the Copper Stocks. 


Gratuitous distribution 


E.W.Wagner&Co. 


ESTABLISHED 1887 





Members 
NEW YORK STOCK EXCHANGE 
NEW YORK COTTON EXCHANGE 
CHICAGO STOCK EXCHANGE 
CHICAGO BOARD OF TRADE 


383 New St., New York 
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The Advantage 
of Buying 
Odd Lots 


You—with small capi- 
tal may not realize 


what an opportunity 
Odd Lots offer. 


You envy the man who 
























you have the same op- 


portunity. Let us tell 
you all about it. 
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Members New York Stockh Exchenge 
71 Broadway, New York City 







































$100,000,000 


Government of the French Republic 


Twenty-Year External Gold Loan 7%% Bonds 
Dated June 1, 1921 Due June 1, 1941 
Not subject to redemption prior to maturity 


Interest payable June 1 and December 1. Principal and interest payable in New York at the office of 
J. P. Morgan & Co., in United States gold coin of the present standard of weight and 
fineness, without deduction for any French taxes, present or future. 


In the opinion of counsel, these Bonds are a legal investment 
for Savings Banks in Connecticut, Vermont and California. 


Coupon Bonds in denominations of $1,000, $500, and $100, registerable as to 
principal only. 
In the Loan Contract under which these Bonds are to be issued, 
the French Government covenants to pay to J. P. Morgan & 
Co., during the first five years, as a Sinking Fund, the sum of 
not less than $9,000,000 in cash per annum, in monthly instal- 
ments of not less than $750,000 each, beginning July 1, 1921, 
such sums to be applied to the purchase of Bonds, if obtain- 
able, at not exceeding par and accrued interest; any unex- 
pended portion of any such instalment remaining in the Sink- 
ing Fund at the end of any month to be returned to the French 
Government. 


We are receiving subscriptions, subject to allotment, for the above Bonds at 


95% and accrued interest, to yield over 8% 


Subscription books will be opened at the offices of J. P. Morgan & Co., at 10 o'clock, A. M., Wednesday, 
May 25, 1921, and will be closed in their discretion. 


All subscriptions will be received subject to the issue and delivery to us of the Bonds as planned, 
and to the approval by our counsel of their form and execution. The right is reserved to reject any 
and all applications, and also, in any event, to award a smaller amount than applied for. Amounts due 
on allotments will be payable at the office of J. P. Morgan & Co. in New York funds to their order, on 
or about June 10, 1921. 


Temporary Bonds or Trust Receipts will be delivered pending the preparation of the definitive 
Bonds. 


J. P. Morgan & Co. 


First National Bank, Brown Brothers & Co. National . oy & Company, 
New York 
Harris, Forbes & Co. 
Guaranty Company of New York Bankers Trust Sempenp, 
Lee, Higginson & Co. Dillon, Read & Co. New York 
J. & W. Seligman & Co. Kidder, Peabody & Co. 
White, Weld & Co. Spencer Trask & Co. 
Lazard Fréres Blair and Company, Inc. Kissel, Kinnicutt & Co. 
E. H. Rollins & Sons Clark, Dodge Co. Bonbright & Co., Inc. 
Chase National Bank Halsey, Stuart & Co., Inc. 
National Bank of Commerce in New York New York Trust Company 
American Exchange National Bank Central Union Trust Company of New York 


Mechanics & Metals National Bank 
Equitable Trust Company of New York 


May 24, 1921 








































































Watch theCosts 


—the PROFITS take 
care of themselves 


**In the two years since the Estes 
Company started work in our 
establishment, we made a larger 
gross profit and a higher percent- 
age of net profit than at any 
corresponding time in the twenty- 
eight years preceding.’’ —State- 
ment by a Midwestern Manufacturer. 
in this business there were many 
ways of increasing net profits which 
remained hidden for 28 years. 


Itis fundamental that experienced, 
skilled, industrial engineers, by 
the application to factory opera- 
tions, of sound common-sense prin- 
ciples, can cut operating costs and 
increase net profits in ways which 
do not appear to owners in their 
full significance. 


Have you considered to what extent this 
opportunity may exist in your plant? 


Send For Booklet 

L. V. Estes, Incorporated, has just pub- 
lished a remarkably readable booklet: 
**Hidden Profits’’. It tells clearly what 
industrial engineering service is—how 
money can be saved and how new direc- 
tions of increasing profits can be found 

the application of methods which apply 
effectively toany manufacturing business. 

copy of the booklet will be mailed to 
interested executives without charge or 
obligation. Please write on your business 
stationery. 


Merely ask for Booklet No. 9535 


L-\V- Estes 
INCORPORATED 
Industrial Engineers 
Accountants :: Auditors :: Appraisers 


202 So. State St. 1123 Broadway 
i New York 


TEAR THE ADDRESS OUT AS A 
REMINDER TO WRITE FOR BOOKLET 








MUCH NEW FINANCING 
(Continued from page 97) 











chase money mortgages totaling $585,000. 
After giving effect to this financing the 
balance sheet shows net current assets of 
more than $18,000,000. The company’s real 
estate plants and equipment are carried in 
the balance sheet at $24,650,000, against 
which a depreciation reserve of $5,- 
000,000 has been set up. The inden- 
ture provides for a sinking fund on this 
issue of at least $500,000 a year from 
1924 to 1930 and adequate provisions 
are made as to the maintenance of net 
current assets. The bonds were offered 
at 9534 to yield about 7.60%. On that 
basis they should appeal strongly to 
investors. 


CONNECTICUT LIGHT & POWER CO. 
FIRST AND REFUNDING 7s. 
This is a $6,500,000 issue, due in 1951. 
The bonds are secured by a first mort- 
gage on the main hydro-electric plant 
on the Housatonic River, 61 miles of 
important transmission lines and valu- 
able undeveloped water powers; and by 
a second mortgage on the Company’s 
second hydro-electric plant and 25 
miles of transmission lines. Net in- 
come of the company is running at 
approximately twice the present fixed 
charges and the company’s property 
investment is appraised at more than 
twice its outstanding funded debt. 
The bonds were offered at 95, to 
yield about 7.40%, and compare favor- 
ably with other public utility issues. 


NIAGARA FALLS POWER CO. FIRST 
AND CONSOLIDATION 6s. 


This offering is exceptional in that 
the bonds carry a 6% coupon as com- 
pared with 7% and 71%4% coupons on 
most other new utility bonds. This 
necessitated their sale at a price of 
88 on which basis the yield is approxi- 
mately 7%. The bonds are outstand- 
ing in the amount of $6,000,000 and fall 
due in 1950. 

They are well protected from the 
standpoint of security, are surrounded 
with an adequate sinking fund provision 
and are backed by a strong earning 
power. Their high rating is indicated 
by the low yield basis on which they 
were offered to the public.—vol. 26, p. 402. 





ANOTHER PROMISING RE- 
ORGANIZATION 
(Continued from page 92) 











137,094, at cost or market, represent val- 
ues below pre-war levels. 

After deducting the $8,000,000 first mort- 
gage bonds from the net tangible assets 
there will remain a balance of $12,588,044 
behind the $8,000,000 prior preference 
stock, or about $157 per share. Again, 
taking $2,000,000 as a fair figure for an- 
nual earnings, before interest charges, in 
normal times there should be about $1,- 
360,000 available for the prior preference 
stock or over four times the 4% cumula- 
tive dividends which would amount to 
$320,000. Deducting this dividend a bal- 
ance of $1,040,000 would remain for the 
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can save 
100 minutes daily with 
the ‘Satellite’ because 
it. can be instantly ad- 
justed as to height and 
position, thereby pro- 
moting the greatest 
amount of work in less 
time and with less fa- 
tigue. Furthermore the 
“Batellite’’ saves space, 
and is not in the way 
when not wanted. In- 
valuable in large offices 
and small, and endorsed 
by over 30,000 users. 


CONSTRUCTION. 


Made entirely of metal, the ‘‘Satellite’ is 
fireproof and practically indestructible. New 


It is worth investigating. 
Write today to Dept. D. 


Adjustable Table Co. 


Grand Rapids, Michigan 


Sent on approval. 




















BOND OWNERS 


Determine for yourself the 
exact income return of 


| your bonds. 


We offer the most comprehensive 
Tables of Bond Values ever pub- 
lished, showing high and low yields, 








long and short maturities, covering 
15 coupon rates—all in one con- 
venient volume for the first time. 


Invaluable to anyone owing or 


dealing in bonds. 


Write today for 
“Consolidated Tables of Bond 


Values” 


Price $15.00 
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additional 4% on the prior preference 
stock and the 7% on the preferred stock, 
totaling $744,970, leaving $295,030 or about 
$2.95 per share of outstanding common. 

Providing the business of the com- 
pany returns to a normal basis, the 8% 
first mortgage bonds should sell at at 
least 100 and the prior preference stock 
at about 40 if‘ only the 4% dividend is 
paid, making a total market value of 
$1,400 for an investment which origi- 
nally cost $800—a profit of $600 or 75% 
on the original investment. And if the 
full 8% were to be paid on the prior 
preference stock the worth of that 
issue would be proportionately higher. 

Of course consideration must be given 
to the possibility that the proposed plan of 
readjustment may not go through. But 
even in that event the principal of the 
debentures could be declared due and pay- 
able as soon as a deficiency existed in the 
50% net current asset clause; and with 
$1,200 (of which nearly $500 would be in 
current assets) behind each $1,000 of de- 
bentures these assets, even at forced liqui- 
dation, should bring at least (probably 
considerably more) $400 per debenture or 
the original cost of the investment. 


In connection with this article it is im- 
portant to note that at this writing the 
final date under which debentures may be 
deposited with the Central Union Trust 
Company for acceptance of the plan is 
June 1, 1921. Unless the time has been 
extended a purchaser on or after that date 
should purchase “Certificates of Deposit.” 
—vol 24, p. 830. 





GREECE 
(Continued from page 81) 











000,000,000 drachmas and bank deposits 
amount to 2,700,000,000 drachmas. 

In a word, this is the actual present 
financial situation in Greece, but the 
future holds a very bright prospect, 
because the new provinces, among 
which is Macedonia for instance, are 
almost entirely unexploited, while 
others, such as Crete, can be made to 
produce two or three times as much 
as they do at present if intensive meth- 
ods are used. 


The lack of coal in Greece prevents her 


from becoming an industrial country; but, . 


with peace, it is hoped to develop its agri- 
culture, its merchant marine, and to meth- 
odically exploit the natural resources oi 
old and new Greece. 


In order that this development may 
proceed, it is necessary first of all to 
have peace, and, secondly, capital must 
be procured; this it is hoped to obtain 
from Europe and America, for the pur- 
chasing of agricultural implements, 
machinery and the like. With such 
co-operation from friendly nations, the 
benefit shall be mutual. 

Greece, naturally, is to contribute the 
major part of the money, so it is 
just that the countries collaborating 
towards the realization of the King- 
dom’s glorious future should be recom- 
pensed much more than if this cap- 
ital were used in their own coun- 
try. 
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GOVERNMENT 
OBLIGATIONS 


Cassatt & Co. have 
made a careful selec- 
tion of the soundest of 
the external loans of 
foreign governments. 


These are listed and 
discussed in the latest 
issue of Cassatt Offer- 
ings, which will be sent 
upon request. 


Kindly ask for Circular M-6 
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Buyers may secure substan- 

tial profits owing to the 

present low exchange rates 
by imvesting in 


City of 
Copenhagen 


4% Loan of 1901 


Interest and principal 
payable in U S. dollars at 
a fixed rate of exchange, 
annual drawings at par 
which gives a high average 
yield. 


Ask for circular M.W.-102 


Your inquiry is also 
invited on 


BRITISH FRENCH 
BELGIAN GERMAN 
and other European Bonds 


HUTH & CO. 
30 Pine Street, New York 
Telephone John 6214 














THE NEW SOUTHERN PACIFIC 
(Continued from page 100) 











345,500 have been converted into stock, 
so that the interest charge on their ac- 
count has been reduced by $2,219,750. 

Against the foregoing reductions in 
charges, there would be an increase on 
account of interest on new equipment 
trusts. Last year, the company sold $15,- 
000,000 7s, on which the annual interest 
is $1,050,000, but it paid off other equip- 
ments effecting a saving of about $80,000 
in interest, so that the net increase on this 
account would be about $970,000. 

On the basis of the various adjustments 
to other income and charges, Southern 
Pacific would have under standard return 
$32,099,578 applicable to $344,369,900 stock, 
or $9.30 a share. : 

Under operating results for the first 
three months of 1921, the showing would 
not be so good. Net operating income 
was $6,590,222, or at the annual rate, if 
weighted for seasonal fluctuations of traf- 
fic, of $39,948,000, compared with stand- 
ard return of $48,244,660. On this basis, 
about $23,802,000 would be left for the 
stock, or about $6.90 a share. 

It should be remembered, however, that 
the first three months of 1921 formed 
the worst quarter in the history of the 
railroads. In this period, for instance, 
Union Pacific earned at the rate of less 
than half its common dividend. The fact 
that Southern Pacific in such a period 
could cover its dividend is the best recom- 
mendation for the stock. 

If Southern Pacific recovers to its posi- 
tion of 1917 and is able to earn around 
6% on its investment, then it would save, 
on the basis of the same nonoperating 
income and charges, about $43,845,000 for 
its stock, or around $12.75 a share on the 
existing issue—vol. 27, p. 606. 





AFTER REPARATIONS, WHAT? 
(Continued from page 83) 











ments. France is in need of funds. 
She has expended nearly 60,000,000,000 
francs for reconstruction in the devas- 
tated areas and must continue to spend 
large amounts for some time to come. 
The French internal debt is large but 
it is not one that cannot be worked off, 
or at least it will be possible in a few 
years to commence to cut down the 
interest charges. The French external 
debt is large but it is a burden that will 
become easier to carry with each suc- 
ceeding year and it will doubtless be 
materially reduced as a result of the 
German payments. It may be that 
France will have to wait until interest 
rates in this country have declined 
somewhat before she can commence the 
process of reduction without consider- 
able loss. 

In the meantime France will doubt- 
less be a steady borrower in the New 
York market. She is quite sure to ask 
for $100,000,000 this year and perhaps 
more. Any talk, however, of the Allies 
attempting to raise a billion or two 
dollars in the United States on the 

(Continued on page 139) 
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Cord Tires 
Fabric Tires 


Red Tubes 


Due to the enormous increase 
in the volume of our busi- 
ness, we are able to make this 
drastic reduction in prices on 
all KEYSTONE tires and 
tubes, still maintaining our 
established high quality. 

You can now save 20% on your 
purchase of KEYSTONE tires and 
tubes in all KEYSTONE sstores 


and at our regularly appointed 
agencies and dealers. 


Keystone Tire & Rubber Co. 


Broadway and 62nd St., New York 
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QOZ Goodrich 


Tire Price Reduction 


Among tires SILVERTOWN is 
the name that instantly conveys 
the thought of the highest 
known quality. 


Motor car manufacturers and 
dealers are quick to emphasize 
to their prospects that their cars 
are equipped with Silvertowns— 
knowing that neither explana- 
tion nor argument is necessary. 


The genuine value of Silver- 
towns has given them first place 
in the esteem of motorists. Their 
jet black anti-skid safety treads 
and creamy white sides give them 
the air of distinction that is ex- 
pected in a product which is the 
highest art of tire craftsmanship. 


The full name —“Goodrich 
Silvertown Cord”— appears on 
each tire. Look for it, and get 
the genuine. 


THE B.F.GOODRICH RUBBER COMPANY 
Akron, Ohio 
Your dealer will supply you with Goodrich Silvertown 


Cords, Goodrich Fabrics and Goodrich Red and Gray 
Tubes at the 20% price reduction. 














S.W.STRAUS & CO. 
will remove their 
New York City 
headquarters on 
Wednesday, June 
Ist, to the New 
Straus Building, ° 

Fifth Avenue at 
Forty-sixth 


S.W. STRAUS & CO, 


INCORPORATED + ESTABLISHED 1882 


150 Broadway, New York 
Straus Building, Chicago 


Offices in Fifteen Principal Cities 
39 years without loss 
to any investor 


Copyright 1921, by S. W. Straus & Co. 
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STOCKS THAT SEEM TOO LOW 
(Continued from page 111) 











CALIFORNIA PACKING CORP. 

The splendid growth of this company 
has placed it as one of the leading canned 
fruit and vegetable packing and distribut- 
ing companies. The company is a con- 
solidation of fruit and vegetable growing 
companies, a canning company and a 
marketing company. It controls, through 
stock ownership, the Alaska Packers’ As- 
sociation, a highly profitable concern, en- 
gaged in the canning of fresh fish. 

California Packing is free of any 
funded debt, and has only one class of 
stock outstanding. Last year the entire 
amount of outstanding preferred was con- 
verted into common stock, the number of 
shares outstanding now totaling 472,010. 

The common stock has paid dividends 
regularly since incorporation, October 19, 
1916; and last year the annual rate was 
increased from $4 to $6, which is the 
current rate. 

Earnings per share since incorporation 
on the basis of the present capitalization 
were as follows: 


*Earnings of companies before consoli- 
dation. 

The stock of this company is now selling 
around $60 a share, at which price it 
yields 10%. In view of the great stability 
of the canning industry and the conserva- 
tive capitalization of California Packing, 
the writer considers this security ex- 
tremely attractive at present levels—N.— 
vol. 27, p. 613. 





PROSPEROUS DESPITE DE- 
PRESSION 
(Continued from page 115) 








pany lowered its operating costs and 
increased its profits, under circum- 
stances generally unfavorable to the 
industry. With the shares selling at 
about $24, a little mathematical calcu- 
lation indicates that during the year 
1920 the company produced 3.1 pounds 
of copper per annum per dollar per 
share market valuation. If the com- 
pany’s profits were equivalent to 6.78% 
per pound of copper produced, the 
company earned 21 cents for each dol- 
lar per share valuation, or about 21% 
on a present investment in the com- 
pany’s shares. 

Average operations over the past six 
years indicate in a similar manner that 
the company produced about 2.86 


‘pounds of copper per annum per dollar 


per share market valuation, and made 
an average profit of 9.76 cents per 
pound, equivalent to an earning of 27.9 
cents per dollar invested in the shares 
at a market price of about $24. These 
figures compared with similar figures 
for other leading copper producers in- 
dicate that Miami leads the group of 
coppers listed on the New York Stock 
Exchange.—vol. 27, p. 320. 
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AFTER REPARATIONS, WHAT? 
(Continued from page 136) 











strength of the amount Germany owes 
fhem comes, from uninformed sources. 
Such a loan would be impossible under 
present conditions and would not likely 
be received favorably by American 
investors. 


Europe’s Debt to United States 

Another favorable factor resulting 
from the settlement of the reparations 
question is that some effort can now 
be made to come to an agreement con- 
cerning the debts owed by European 
governments to the United States 
Treasury. The Comptroller of the 
Currency recently pointed out that it 
is not a good thing for one government 
to owe another, and at the same time 
he put out a feeler in the form of a 
suggestion as to what should be done 
with these debts. This was to the 
effect that the debtor governments 
attempt to sell these obligations direct 
to the people of the United States, 
through bankers. These debts are in 
many ways embarrassing. In the first 
place the total is huge, nearly ten bil- 
lion dollars. In the next place they 
are merely notes, and no interest is 
being paid on a large portion of them. 
The United States has coming due 
within the next five years about seven 
and a half billion dollars in the form 
of Victory notes and floating debt. It 
is desirable, therefore, that European 
governments pay up as quickly as pos- 
sible in order to relieve the United 
States Government of excessive refund- 
ing operations. Furthermore, the re- 
funding of the Government debt com- 
ing due in the next few years, as well 
as the handling of the debts of Euro- 
pean nations to this country, must be 
done with the least interference pos- 
sible to legitimate demands for capital 
from the transportation, industrial and 
agricultural interests in the United 
States. 

Great Britain’s Recovery 


One country has already taken steps 
to come to some agreement with the 
United States. This is Great Britain, 
which owes nearly half of the entire 
debt, or over four billion dollars. It 
is understood that the British Ambas- 
sador, Sir Auckland Geddes, and offi- 
cials of the Treasury Department have 
been in conference considering the 
financial details involved in a refunding 
plan. It is likely that long-term Brit- 
ish obligations with maturities approxi- 
mating those of the American Liberty 
loans will be substituted for the present 
short-term notes. 

Great Britain’s recovery from the 
effects of the war and the reorganiza- 
tion of her finances have been among 
the most remarkable developments of 
the past two years. She is determined 
to maintain her position as the financial 
leader of the world and her ability to 
handle her own finances and at the 
same time to continue to assist other 
nations is ample proof that she is 
capable of being a leader. 


O make a tire as good 

asa Kelly-Springfield is 
not only an achievement, 
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Of Interest to Investors 
Looking for Safety 


HE ACUTE shortage of homes in Chicago 
means an additional margin of safety for 
every investor in our 7% First Mortgage 

Real Estate Gold Bonds, secured by Chicago 
residential properties. 

These bonds are amply secured not only by the 
physical assets underlying each issue, but also by the 
greatly enhanced earning power which high-grade 
residential property in Chicago enjoys under present 
conditions. 

This feature will be appreciated by the investor 
who cannot afford to introduce a speculative element 
in his investments. 

Our current list is confined to high-grade offerings of First 
Mortgage Real Estate Gold Bonds carrying 7% interest. We 
shall, be glad to furnish more complete information on request. 


WOLLENBERGER & CO. 
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10S So.La Salle Street 
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Our Foreign Banking facilities are at your disposal. We issue Foreign 
Drafts, arrange Bank Deposits and make payments everywhere in Europe. 
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six years of experience in Foreign and Domestic Banking. 


























For the greater protection 
of you and your depositors 





perfect identification, give banks a 
most splendid “point of contact.” They 
put in your customers’ pockets visible 
evidence of your efforts toward more 
perfect safety and security. 


The Bankers Supply Company 


The Largest Manufacturers of Bank Checks in the World 
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OPTIONS ON MINING PROPERTY 
(Continued from page 116) 











the owner may be in a position to demand 
a cash payment on a stipulated date. If 
property is speculative in character, and 
considerable development work must be 
performed in order to determine the prop- 
erty’s probable value, then it would be fair 
to agree that the purchase price be made 
in installments falling due on stipulated 
dates, and be spread over a sufficient 
period of time to enable the prospective 
purchaser to determine whether he is justi- 
fied in making them. Again, if the owner 
has confidence in the future behavior of his 
property under systematic development, 
and is willing to retain an interest in the 
property, it would be business-like for him 
to agree to accept part of the payment in 
cash, and part in stock of a company to be 
organized to develop and operate the prop- 
erty. 


Providing for Emergencies 


In most business contracts, it is neces- 
sary to provide for emergencies where- 
under either party to an agreement be- 
comes unwilling, or unable, to carry out 
his promises. An option is no exception 
in this respect, and it should contain a clear 
statement of conditions under which it 
shall be forfeited. An option on a mine is 
usually forfeited upon failure to make any 
stipulated payment when due, or failure to 
perform any covenant set forth in the 
contract as one of the considerations of 
the option. If the prospective buyer 
should for a time find himself in em- 
barrassing financial circumstances, or 
should be disappointed in the results of 
the underground development work, but 
still desires to meet fair conditions in 
order to hold his option, in the value of 
which he may have confidence, it is for the 
owner of the property to determine wheth- 
er he is willing to extend further privi- 
leges to the prospective purchaser, or 
whether he prefers to declare forfeiture, 
and open negotiations elsewhere. 


It is often wise to embody in an option 
a statement of conditions under which the 
option may be renewed or extended after 
it has expired by limitation. Sometimes 
it is stipulated that an extension of the 
contract will be granted in consideration 
for honest effort to carry out the original 
contract, and faithful performance of its 
covenants, provided that the owner is still 
willing to grant an option at the expiration 
of the existing contract, and no other 
prospective purchaser is on hand to offer 
better terms. With these possibilities in 
view, sometimes an option contains an op- 
tion on another option, subject to the un- 
derstanding, “all other considerations be- 
ing equal.” 

Like all other business contracts, the 
signatures of the parties thereto must be 
affixed. If one or more of the parties is a 
corporation, it must be represented by its 
duly authorized agent. In the case of very 
important contracts, affidavits are attached, 
wherein the signatures of the parties are 
duly acknowledged. 





Opportunities 
in Canada 


Canada, with splendid un- 
developed resources, is giv- 
ing birth to basic industries 
that will one day rank wth 
the greatest on this conti- 
nent. 





The resources are there; the 
skilled management is there; 
the demand is there —the 
present need is capital. 


There is no field so full of 
opportunities for the in- 
vestor. The premium on 
United States money makes 
it an especially attractive 
one for the United States 
investor. 


Allow us to tell you something about the 


Canadian Investment Field, without obli- 
gation to you. 


Graham. Sansond (a 
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TORONTO, CANADA 


Good Oil Stocks 
Are Always Good 


The Test Is in the Record 


NOWATA 
OIL & REFINING CO. 
Tulsa, Oklahoma 


has paid | % per month on its 
Preferred Stock for 52 con- 


secutive months. 


Production is proved and 
steady 


Circular on request 
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MARKET STATISTICS 


N. Y. Times 
N. Y. Times Dow, Jones Avgs. -—+50 Stocks—— 
40 Bonds 20Indus. 20Rails High Low 


Monday, May 9...........- 70.35 78.81 75.38 72.78 71.09 
Tuesday, May 10........... 72.50 78.61 74.68 72.50 71.00 
Wednesday, May l11........ 70.24 77.98 73.90 71.78 70.38 
Thursday, May 12......... 70.18 77.60 72.90 70.70 69.39 
a OS) aaa 70.02 77.57 73.10 70.90 69.35 
Saturday, May 14.......... 69.95 77.19 72.89 70.20 69.33 
Monday, May 16........... 69.95 77.23 73.36 70.38 69.04 
Tuesday, May 17........... 69.97 77.65 73.26 70.89 69.99 
Wednesday, May 18........ 70.02 77.98 73.90 71.35 70.33 
Thursday, May 19.......... 69.87 77.96 73.53 70.66 69.77 
Friday, May 20............ 69.79 76.96 73.53 70.05 68.71 
Saturday, May 21.......... 69.70 75.65 71.36 69.07 68.40 
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debt of only $35,000,- 
000. 

We suggest for in- 
vestment this Com- 
pany’s 10-year 744% 
Gold Bonds, due May 
1, 1931, at a price 
which yields about 
74%. 


Circular on Request 


Hemphill, Noyes (2 Co. 
Members New York Stock Exchange 
37 Wall Street, New York 
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To Holders of 
Victory Notes 


E have prepared 
a memorandum 


discussing the 
significance of chang- 
ing credit conditions 
to holders of U. S. 
Victory notes, and 
setting forth con- 
cretely how this new 
situation can be util- 
ized to their benefit. 
This memorandum should 
be found of distinct practi- 
cal value and will be gladly 


mailed upon request for 
M. W. 16. 


NEWBURGER 
*] | HENDERSON 
& LOEB 


Members New York and Philadelphia 
Stock Exchange 


100 Broadway, New York | 
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Chinese Reorganization 5s, 1913 
Japanese 5s, 1907 

Japanese Internal 5s, 1906 
Brazil 4s, 1889 

Brazil 5s, 1895 

French Premium Loan of 1920 
Argentine Unification 4s 
Argentine Rescission 4s 


Sutro Bros. & Co. 


Members 
N. Y. Stock Exchange 


120 Broadway, New York 
Telephone: Rector 7350 


57 Se. Francois Xavier Street, 
Montreal. 














TO-DAY’S 
OPPORTUNITIES 


Time-tested income produc- 
ing securities to yield as high 
as 10% may be accumulated 
through systematic investing 
of funds under terms of the 








PART PAYMENT 
PLAN 


which calls for a nominal 
initial deposit followed by 
convenient monthly payments. 
Descriptive booklet with copy 
of our semi-monthly publi- 
cation 


“SECURITIES SUGGESTIONS” 
Will be mailed free on request 
Ask for T-2 
R.C.MEGARGEL & Co. 


27 Pine Street New York 








“THE WISEST INVESTOR I EVER 
KNEW” 


(Continued from page 123) 
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an age of specialists. He realizes his 
limitations. He investigates first and in- 
vests afterwards. 

“A man desires to make his money safe 
and useful—to make it earn interest which 
will be paid promptly. He seeks an en- 
gineer for a bridge, a physician for his 
illness, a banker for his surplus. He re- 
lies on the advice of his banker. 

“And why should not an investor take 
counsel of the investment banker? An 
investment banker is one who sells with 
his recommendation a bond which he 
owns, having purchased and paid for it 
after critical examination. He serves the 
lender with his advice, his experienced or- 
ganization, his expert staff and his finan- 
cial resources. His feeling of responsi- 
bility continues until the bond is paid, 
principal and interest. 

“He serves the borrower by broadly 
distributing his bonds throughout the 
world, placing them with the ultimate 
holder, and by maintaining a market for 
the security, sustains and extends the 
credit of the corporation so that if it 
comes again into the money market its 
borrowing is facilitated. 


Functions of the Investment Banker 

“The function of the investment banker 
is to conserve. He is like the captain of 
the giant liner, on the bridge, laying the 
course, deciding how to make the voyage 
without ‘shipwreck and disaster. He uses 
the seaman, the lookout, the engineer, the 
navigator, but the decision is his, and on 
his prudence depends the safety of the 
ship. On the prudence, wisdom and sa- 
gacity of the banker depend the welfare 
of the community. Why should not a 
successful investor rely on his banker? 

“Making a security is one of the most 
difficult problems, requiring the consensus 
of opinion of many experts, many points 
of view—the engineer to value the physi- 
cal property and its earning power—the 
opinion of the soundest lawyers to draw the 
mortgage so that there may be no cloud 
on the title, no weakness in the bond, no 
loophole for the unprincipled. Assembling 
these opinions, the banker sits in judg- 
ment and is obliged to say “no” to 95% 
of the undertakings proposed—‘no, this is 
not sound; it should not be financed.’ 

“The insurance companies advertise that 
only 5 per cent of those who die leave an 
estate. Ninety-five men make money, and 
only five save it. Production is nine- 
teen times easier than successful con- 
servation. 

“The great puzzle to humanity has not 
been so much to create, but to conserve. 
The ever-present question is—‘How shall 
I keep my surplus?’—‘How shall I pro- 
vide for my family when I am gone?’— 
and strangely enough, even the prudent 
and the careful have been ever ready to 
risk that surplus in all sorts of doubtful 
ways, financing all kinds of dreams in the 
hope of great profits. It is the function 
of the investment banker to see that noth- 
ing is lost—to make a dollar and six 
cents grow in safety where only a dollar 
grew before. Why should not, therefore, 
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Why are Ford, Reo, Paige, 
Continental Motor, Timken 
Axle, as low as they have 
ever been? 


What is the best buy? 


Information supplied with- 
out obligation. 


Send for it today. 
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& Company 


Members Detroit Stock Exchange 
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Cities Service 
Company 
Bankers’ Shares 


Monthly Distributions 
in cash 


Averaging for 12 months Ending 
May 31, 1921 


39.58 cents 
A Bankers’ Share 


Bankers’ Shares enjoy a 
wide distribution, being held 
in practically every state in 
the Union and in foreign 
countries, and command a 
ready market. 


Over 19,000 holders of rec- 
ord indicates the great 
popularity of this issue. 








Circular K on request 


Henry L. Doherty 
& Company 


Bond Department 
1% Wall Street, New York 
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During the last four years six 
of the representative Standard 
Oil Companies have earned an 
average of $224.14 per share 
after deducting federal taxes. 


In the corresponding period the 
average of dividends paid per 
share was $69.66. 


In other words an average of 
$154.48 per share has been in- 
vested in plants, properties, etc. 
This conservative financial 
policy has made Standard Oil 
securities sound investments. 


Standard Oil Booklet No. 131 will be 
sent upon request, 
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A Safe and 
Liberal Income 


No one who has ever invested in 
the Georgia Farm Mortgages rec- 
ommended by us, has ever lost a 
dollar of his principal or interest. 
Five large insurance companies 
have invested nearly $20,000,000 
of their funds in Georgia Farm 
Mortgage Securities such as we 
recommend. 

Market conditions, industrial un- 
rest, wars, and other economic 
factors, cannot affect the intrinsic 
safety of this form of investment. 
You can invest through us large 
or small sums of money or buy 
on the partial payment plan. 


Write for Circular B-10, which will 
give you full particulars. 
GEORGIA LAND 
& SECURITIES CO. 
Savannah, Ga. 
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a man consult his investment banker if 
he would be successful? 


Best Investors Are Well-Posted 

“The best investor I ever knew, or now 
know, is so well. posted as to be aware 
of the functions of the investment banker 
as I have tried to outline them, so that he 
has faith in the motives and confidence 
in the judgment of the House with which 
he does business, and, in consequence, the 
House interests itself in him. He should 
be frank enough to tell his exact circum- 
stances and situation to his banker, just 
as a patient, in order to get the best serv- 
ices of the doctor, should tell all his symp- 
toms, or as a client should tell the truth 
and all the truth to his lawyer. The poor- 
est investor is he who tries to fool his 
banker, because then he is only fooling 
himself. 

“A celebrated banker once made this 
observation—A lamb is one who invests 
first and investigates afterwards!’ Before 
a successful investor purchases securities 
he counsels with his banker, talks can- 
didly to him, and then relies on his bank- 
er’s investigations in forming his resolu- 
tion as to what to do. Riches, like re- 
sponsibilities, seek the shoulders which are 
able to carry them.” 





THE WORLD IN A MUDDLE 
(Continued from page 79) 











producers forgets that even the hardest 
worked laborer is only a producer for 
seven or eight hours, while he is the 
consumer for sixteen or seventeen. 
Capitalism represents the course for the 
consumer, Socialism the course for the 
producer. Applying this to all, you will 
see that we all ought to be 17/24 Social- 
ists and 17/24 Capitalists. 

Your economic situation here is not as 
bad as it is with us, but it will be as bad 
unless you are wiser than we have been, 
and take into consideration the potency of 
public opinion, a thing which we neglected 
to do. The British Empire is not trem- 
bling at its base. We shall pull through 
British common sense will pull us through 
the present crisis as it has in past ones. 


What the Whitley Council Is 

I might say a word about the Whitley 
Council. This Council is a movement 
which was four years old last March. The 
Whitley Report was published in March, 
1917. It recommended the complete or- 
ganization of industry—every employer in 
his appropriate association, and every la- 
borer in his trade union. It recommends 
the establishment of a joint council from 
both these bodies—a council on which half 
the members are employers, elected by 
their organization, and half are employees 
elected by the labor organization. It is 
left to each industry to exercise full dis- 
cretion in establishing its organization and 
deciding upon the powers of the council. 

There is a movement among some of 
the Whitley councils to secure powers of 
various sorts over an industry. For my 
part I think that there is too much power 
and too little knowledge brought to play 
in the situation. The works committees 
are the part which has come along most 
strongly, and there must be some 10,000 
at least. In fact, there are very few works 
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Demand attention of Investors 
at the present time. 


We offer several issues that 
will prove profitable Invest- 
ments. 


Write us for circular 
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Every intelligent individual 
who lives within his income 
and is on his way towards 
amassing a tidy sum for inde- 
pendence in later years, is con- 
fronted with the problem of 
placing his funds in a safe 
place and earning an income 
thereon. 


Our booklet, entitled as above has been 
prepared to solve just this problem. 


We shall be glad to mail you a 
copy on request. 
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of standing without a committee of sorts— 
some proper Whitley committee. There 
is a wide discussion over the functions of 
these various bodies and how far they may 
be permitted to go. 

The pottery trade, the first to adopt 
the Whitley councils, has prepared a good 
many statistics as to profits, output, rates 
of wages, proportion of wages to profits, 
etc. In that industry the plan has worked 
very successfully. There are 70 Whitley 
councils in 70 minor industries. The big 
industries, for political reasons, have not 
adopted the Whitley Report. There is a 
danger, a very grave danger, in some in- 
dustries of the Whitley councils develop- 
ing into a combine of capital and labor 
against the consumer. But on the whole 
the Whitley council movement is the most 
promising movement of recent times in 
our country. Looked upon as an educa- 
tional movement, a provision of regular 
machinery whereby anybody with a griev- 
ance in industry may ventilate it and se- 
cure an adjustment, it is one of the finest 
things that has happened in England. 





FROM GOLD MINING TO PAPER 
MAKING 
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what was accomplished by the company’s 
technical and operating staff in the face 
of the increasing disadvantages during the 
past five or six years. 

The company’s power projects operated 
satisfactorily throughout the year, and 
delivered a daily average of 5,916 hp. 
The average number of men employed in 
all departments for the year was 478, as 
compared with 506 for the year 1919, and 
the average wage was $5.12, as ccmpared 
with $5.06 for the previous year. 


The Future 


In view of the passing of this project 
as a mining venture, it is of interest to 
speculate as to the future position of the 
company’s stock, and its 10-year 6% con- 
vertible debentures, series “A,” dated 
March 1, 1915, and due March 1, 1925; 
and series “B,” dated March 1, 1916, and 
due March 1, 1925. There are outstand- 
ing $1,499,800 of series “A” and $1,500,000 
of series “B.” The interest on these is- 
sues was defaulted on March 1, 1918. The 
conversion feature, making the bonds con- 
vertible into stock of the company at $30 
per share, is, of course, of no consequence 
under present circumstances. The deben- 
tures are not secured by a mortgage. The 
company agrees not to mortgage nor 
otherwise encumber any of its assets while 
any of these debentures are outstanding. 


. The company reserves the right, however, 


to issue similar debentures, provided the 
new issues do not have priority over the 
series “A” and series “B” debentures. 
Under ordinary circumstances, when a 
mining company finds itself without pay- 
able ore, and with extensive equipment 
on its hands, the capital stock becomes 
worthless, and the value of the company’s 
funded obligations depends on the salvage 
value of its equipment, which ordinarily 
must be disposed of to other mining or- 
ganizations that are in a position to use 
some of it, or it must be sold as scrap. 
In this case, however, there appears to 


THE MAGAZINE OF WALL STREET 








Baby Bonds 


AMERICA in its infancy 
was developed by Europe’s 
savings. 
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be a ray of hope, which seems to offer to 
the stock a very remote and questionable 
speculative value, together with a possi- 
bility for the company’s debentures, de- 
pending upon the ultimate success of the 
company’s efforts to transform itself from 
a mining company to a large scale manu- 
facturer of wood pulp, or paper, or both. 
Wood Pulp Activities 

During the period of the war the com- 
pany’s offices realized that as a gold min- 
ing venture their project could not long 
survive in the face of increasing disad- 
vantageous conditions, and they began to 
devote their efforts towards devising ways 
and means of realizing to the best advan- 
tage and to the greatest extent upon their 
large investments in plants and equipment. 
After thorough investigation and reports 
made by the company’s engineers and 
business representatives, the company’s 
officers believed they have established the 
feasibility of remodeling their equipment 
for the manufacture of wood pulp or 
paper, and they have entered into nego- 
tiations with those who have indicated 
their desire to acquire such of the com- 
pany’s facilities as can be used to advan- 
tage for such purposes, as soon as finan- 
cial conditions will permit. 

The company has taken preliminary 
steps to secure a lease on a timber tract 
containing approximately 2% billion feet, 
which has been selected as the most avail- 
able and convenient for delivery to the 
company’s plants. 

Conclusion 

Such an industry as the company’s of- 
ficers have in mind would employ to ad- 
vantage extensive and valuable shops, 
warehouses, wharves, town sites and 
stores ample for the accommodation of 
large working forces, and the holders of 
the debentures have before them the spec- 
ulative possibility that a fair percentage 
of the value of the facilities and resources 
may be conserved and profitably utilized, 
with the result that they may eventually 
realize some part of their investment, the 
amount depending on the status their se- 
curities will have in the new organization, 
and the ultimate success of the project— 
vol. 27, p. 780. 





A BOND BARGAIN 
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fore be elected by the stock which was 
distributed under the plan to the United 
Railroad bondholders. This is an ex- 
ceptionally strong factor as it means 
that the operation and policy of the 
company will be in the hands of the 
old 4% bondholders. 

Dividends on this prior preference stock 
are cumulative from April 1, 1920. and it 
is expected that this accumulation will 
soon be taken care of in connection with 
the inauguration of regular dividends on 
the stock. The accompanying earnings 
table shows that both the 1920 results and 
the six-year average were sufficient to 
allow of regular payments on this prefer- 
ence stock. The margin of safety, 
however, does not seem sufficiently 
large to justify a very high rating for 
the stock and consequently a price of 
more than 50 does -not seem justified. 
On this basis the yield would be 12%. At 
the present price of 43, the yield is 14%. 
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and references. 
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Turn Your 
Losses Into 
PROFITS 


Are you still holding securities 
bought at much higher levels, hoping 
in vain for a bull market to wipe out 
your losses? Many stocks are not 
likely to ever sell again as high as 
they did during the war. Do you 
hold some of these? Better to get an 
impartial analysis of your holdings. 
Also details of our 


Partial Payment. 
Plan 


By this plan you can purchase a 
large volume of standard securities 
on small monthly payments, at prices 
which offer every assurance of steady 
income and satisfactory profit. It 
may pay you to consider an exchange 
to securities of this character. 




























Ask for Circular MW-32 


R.J. McClelland & Co. 


Investment Securities 


100 Broadway, New York 


Rector 0604 















will have better earnings 
very soon. The trend of 
the Stock Market indicates 
this. KEEP POSTED on 
railroad earnings and 
price-affecting statistics by 
receiving our 


Monthly Railroad 
Bulletin 


which is sent free on re- 
quest. 





We are fully equipped to 
execute your orders in Odd 
Lots or Full Lots of listed 
or recognized securities. 
We will carry your ac- 
count on our Partial Pay- 
ment Plan or on Conserva- 
tive Margin. 


Write for particulars 


James M. Leopold & Co. 


Members New York Stock Exchange 
New York 


7 Wall Street 














The 6%: ordinary preferred shares are 
now selling around 18. The second pre- 
ferred is quoted at 834 and the common 
at 5. It is difficult to place any arbitrary 
value on these three classes of stock, as 
their selling levels will be determined 
largely by speculative buying. On the 
basis of 1920 earnings, a dividend on the 
ordinary preferred would have been pos- 
sible but not advisable, owing to the slim 
margin. The six-year average showed the 
dividend not earned. The earning power 
on the second preferred and common stock 
is practically nil at present. Rather than 
place any arbitrary value on these shares, 
it seems more logical, in figuring out the 
problematical value of the United Rail- 
roads 4's, to take them at their present 
valuation as determined in the open 
market. On this basis of computation for 
the latter three classes of stock, a con- 
servative valuation for the 4’s works out 
something like 4034. They are now selling 
on the Exchange at around 36. 
Reorganization Unique 

The reorganization of this property in a 
way is unique in that it was not brought 
about through any lack of earning power. 
In the 1916 fiscal year, when the matter of 
a reorganization first came up for discus- 
sion the net income available for interest, 
sinking fund and depreciation was approxi- 
mately $2,340,000. Interest on the under- 
lying bonds in that year was $662,000, and 
on the 4% bonds $940,000. After apply- 
ing these amounts to the above surplus, 
there was left a balance of about $737,000. 
Under ordinary circumstances a surplus 
income such as this would have made a 
reorganization unnecessary. In spite of 
this surplus, however, the interest on the 
4’s was defaulted because of a situation 
that had arisen in connection with the 
maturing underlying bonds. Earning 
power under these conditions counted for 
little, since it could not be availed. of 
until the underlying issues had been dis- 
posed of. Now that a satisfactory plan 
of readjustment has been adopted and 
carried through, there should be a much 
better future in store for the company. 
The capitalization of the new property 
has been reduced to a point below the 
appraised valuation of $52,000,000 by the 
California Railroad Commission and 
fixed charges have been scaled down to 
a very reasonable amount. Earnings 
during the next year or so should derive 
the benefit from the greatly reduced cost 
of opeations which should strengthen 
the position of the securities. 

At the November election last year, 
voters of San Francisco approved an 
amendment to the city charter authoriz- 
ing the city to purchase the property of 
the Market Street Railway Company. The 
city recently appropriated $15,000 for the 
city engineers’ appraisement of the Street 
Car Company’s lines and to fix a valua- 
tion at which the city could acquire the 
system. If the engineers’ report is ap- 
proved, the figure arrived at will prob- 
ably be made the basis for the contem- 
plated purchase. The tracks of the Market 
Street Railway parallel those of the 
Municipal Railway in certain sections, and 
it is felt that all of the traction lines of 
the city should be under municipal con- 
trol. This matter of change of control 
will be an important development of the 
future for security holders to watch. 
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high rate of interest. Low 
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teed First Mortgage Certifi- 
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a loss-proof investment. 
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Guarantee 6% per year to maturity and 
principal at maturity. Write for 
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GREENE CANANEA COPPER ©O, 
NOTICE OF ANNUAL MEETING 


Notice is hereby given that the Annual Meet- 
ing of the Stockholders of the Greene Cananea 
Copper Company will be held at the office of the 

Broadway, New York, N. Y., on 
the twentieth day of June, 1921, at 
twelve o’clock noon, for the election of three 
directors to hold office for three years and for 
the transaction of such otber business as may 
come before the meeting, including the consider- 
ation, approval and ratification of all acts and 
proceedings of the Board of Directors during the 
past year and of all matters that may be re- 
ferred to in the Annual Report to the Stock- 
holders. 


The transfer books of the Company will not 
close, but only stockholders of record as at 12 
o'clock noon, yy May 28, 1921, will be 
entitled to vote at th moot 

By order of the. Board of Directors. 

J. W. ALLEN, Secretary. 





WANTED 


A reliable bonding house to underwrite a $200,- 
000.00 bond issue on assets of $600,000.00. Plant 
now in operation, making a net profit under pres- 
‘ent business conditions. Money to be used for 
improvements and betterments of plan. Can make 
interest and brokerage to compete with the best 
bonds now being offered. Address P. 0. Box 
1482, Houston, Texas. 


for MAY 28, 1921 
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ness man of today—the obligation to study 
his product and his market in the light of 
the new conditions which surround them. 
In referring to this obligation in an article 
for THe MAGAZINE OF WALL STREET, one 
is reminded of the series “Commanding 
Your Banker’s Support” which the Maga- 
zine is now publishing. May it be said 
that no surer, more constructive action 
towards enlisting banking co-operation and 
support could be taken than this very ana- 
lyzing to which we refer. 

There are five departments in every 
business which must be studied individ- 
ually in order to permit of a thorough 
analysis of the business itself. They are: 
(1) Type of product and possibilities of 

improving it. 

(2) Manufacturing systems and possibil- 
ities for making them more efficient, 
more productive, and _ therefore 
cheaper. 

(3) Sales campaigns. 

(4) Scope and effectiveness of advertising. 

—checking all results against the rate 
at which one’s particular surplus becomes 
reduced. 

Department 1 needs little elaboration. 
The public is quick to respond to any im- 
provement in a standard product. Whether 
the improvement be nothing more than a 
little wire thread connecting tooth-paste 
tube and cap, to keep the cap from getting 
lost; or whether it be some radical im- 
provement, such as a considerable reduc- 
tion in the weignt of a motor-truck with- 
out loss to its carrying capacity—the 
change for the better will not go unrecog- 
nized nor unrewarded. 

Department 2—the study of one’s manu- 
facturing methods and the introduction of 
greater efficiency of operation—opens up a 
subject upon which volumes have been 
written—and upon which there are vol- 
umes yet to write. Efficiency typified 
American business before the War; but 
war prosperity, planted in our laps with 
scarcely an effort from us—destroyed this 
standard in many a factory and many an 
office. One concern in particular is in 
mind: In 1920, this concern did the larg- 
est volume of business in its history; it 
labored under no undue, or disproportion- 
ate, increase in expenses ; it was not forced 
to carry a large inventory, and hence suf- 
fered scarcely at all in this respect as a 
result of last Fall’s reaction. Yet this con- 
cern, purely because it bungled its busi- 
ness, netted less from its 1920 operations 
than it had done in any one of the five 
years before. There are many others like 
it—willing to agree on the wisdom of effi- 
cient and up-to-date methods, but blind to 
the absence of such methods in their own 
shops. 

Charting out sales campaigns—Depart- 
ment 3—is fast becoming an exact busi- 
ness science. Just as a general might map 
out territory he intends to invade—mark- 
ing a point here, where resistance is likely 
to be strong, and concentrating his heav- 
iest artillery upon that point; marking out 
another point there where resistance will 
probably be feeble and assigning its cap- 
ture to his light cavalry—so the director 
of the modern sales campaign proceeds. It 





PUTS & CALLS 


If stock market traders un- 
derstood the advantage derived 
from the use of PUTS & 
CALLS, they would familiar 
ize themselves with their op- 
eration. 

PUTS & CALLS place a 
buyer of them in position to 
take advantage of unforeseen 
happenings. 

The risk is limited to the cost 
of the Put or Call. 
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U. S. Steel Common 


I have prepared a little chart covering 
the fluctuations in this stock from Oc- 
tober 15, 1917, to September 13, 1918. 


Puts and Calls closed out for my clients 
during 1918 returned them from $731 te 
$4,730 Net Profit over their cost price. 
Similar opportunities, if not better, o- 
pected in the coming year. 

Puts and Calls enable you on « small 
cash outlay to take advantage of the 
fuctuations either way with your cost 
and risk at all times limited to the 
dollar while profits are unlimited or all 


that a rise or a decline in a stock 
permits. 


OUT of TOWN CUSTOMERS 


My out of town customers who are not 
in touch with the market are able to 
take advantage of the fluctuations with 
Puts and Calis just as though they were 
tm my office. So can you. My private 
telegraph code enables you to do this. 
Write for Booklet M-W, it explains how 
they operate. Price list and a copy of 
the above chart will be included. 


WM. H. HERBST 


Dealer in Puts and Calls 


Endorsed by Members of the N. Y. 
Stock Exchange 
20 Broad Street, New York City 
Tel. 1007 Rector Estab. since 1898 
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How Investors May Profit 


by the Investment and Business Service 





of The Magazine of Wall Street 


HE MAGAZINE OF WALL STREET 
offers an Investment and Business 
Service to help subscribers who in- 

vest for income or profit; or both. 


This Investment Letter Service keeps the bus- 
iness man informed on the trend of security 
values, recommends stocks and bonds, advises 





investments for income and profit, furnishes 
the latest information on money, credit and 
banking— in fact, supplies the investor with 
the facts needed by him for the intelligent 
handling of his funds. 


A more detailed outline of the help afforded 
is given below: 


What the Service Comprises 


The Investment Letter Service is issued by the 
Analytical Service Bureau of The Magazine of 


W all Street. 


It includes: 


(1) A regular weekly letter, issued every Thursday, in- 
cluding special paragraphs on various securities, usually 
those which we consider attractive at the time. 


(2) Special letters issued the day important changes 


occur. 


(3) Monthly List of Investment Recommendations. 


(4) Suggestions in regard to your present holdings. 


(5) Personal answers to inquiries regarding securities in 


which you may be interested. 


THE MaGaziIne’s experts devote their entire time to dig- 
ging up facts that affect the securities suggested. Each 
security is carefully analyzed; local conditions as well as 
general conditions are carefully weighed. 


With THe Macazine’s experience and facilities for se- 
curing information, it is only natural that it can select 





successful investments and judge the trend of prices with 
far greater accuracy than an individual. 


That we are succeeding is proved by the many voluntary 
testimonials we receive from successful subscribers. 


The cost of the service has been placed so low that no 
one interested in the security market can afford to be 
without it. 


Subscription Price $100 a year—$30 for 3 months 
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THE MAGAZINE OF WALL STREET, 42 Broadway, New York City. 


Gentlemen: Enclosed find my check for {so} for your Investment and Business Service, to be sent me once a week for! *" entire year 


beginning with the next issue. 
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A SOVEREIGN STATE 


An exhaustive booklet describ- 
ing the State of North Dakota, 
and the many advantages of its 
new bond issue. (147) 


RESULTS OF WHAT TWO 
INVESTORS DID 


The complete story of what 
happened to Smith and Jones is 
interesting, and may prove prof- 
itable to you. The problem of 
how to invest your emp | safely 
and profitably may be solved by 
reading their story. It is told 
in a pamphlet entitled 
Men and Their Money.” 


INVESTMENTS IN NATIONALLY 
KNOWN COMPANIES 


_A beautifully p book, 

stocks of companies 

whose profits are taal on na- 
tion-wide demand. (120) 


PARTIAL PAYMENTS 


An interesting booklet has 
been prepared , &~ old-estab- 
lished Stock change firm, 
which explains in detail how the 
small investor can take advan- 
tage of present low prices in se- 
curities by making moderate 
initial payment and small month- 
ly payments thereafter. (137) 


CANADIAN MOTORS 


An interesting descriptive cir- 
cular, which discusses the busi- 
ness and status of one of the 
largest Canadian motor manu- 
facturers, is now ready for dis- 
tribution to investors. (141) 


WHAT TO DO WITH YOUR 
SAVINGS 
A valuable booklet for the 
man who would attain financial 
independence, discussing a par- 
tial payment plan of merit. (143) 


A beautifully illustrated book- 
let addressed to the careful in- 
con 
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is found possible to determine, not only 
the purchasing power of a district, but also 
almost its exact potential demand for 
a given line of goods. What might be 
called the “receptivity” of a territory can 
be defined, if only from previous experi- 
ence in that territory. Thus, needless 
waste of sales-effort can be guarded 
against, as well as inadequate sales-effort. 

Besides being amazed, the layman would 
probably be profoundly impressed, were he 
to study sales-science of today and to 
learn its possibilities. 

Department 4—advertising—is a field 
which has been put sadly askew since the 
inauguration of certain forms of taxation. 
The appropriation of literally tremendous 
sums to advertising account is a liberty 
which days of greatly reduced profits are 
no longer likely to countenance. Closely 
allied as it is with selling, advertising, like 
selling, is bound to become more and more 
an “exact science”; and it will open up 
ever greater avenues to the sagacious busi- 
ness man. 

These are the chief departments—from a 
purchase and sales standpoint—of the 
average business. They are the basis 
upon which a sound structure may be re- 
erected out of the unbalanced, or over- 
balanced structures which war-prosperity 
has bequeathed to us. 

With a complete grasp of the details 
they involve, the business man can confi- 
dently look forward to restoring a work- 
able relationship between the various 
phases of his business cycle. 

And if the business man combines 
this knowledge with a willingness to 
take the unavoidable losses now star- 
ing him in the face, he will see, just as 
the silk merchants and some few others 
have seen, a gradual diminution of his 
surplus and a_ gradually increasing 
public demand for his products. 





FOREIGN ISSUES JOIN UPSWING 
(Continued from page 90) 








that this larger dividend rate was de- 
clared in order to bring the price on the 
stock up to a level where the yield ob- 
tainable on its purchase would be more in 
line with the return obtainable on other 
high grade securities. With this accom- 
plished, it was argued, it would be possible 
to finance future requirements by means 
of the sale of stock at par. Since the 
announcement of the dividend increase, 
the price of the stock has held consider- 
ably above par and this premium of the 
shares over par has enabled the company 
to offer to its shareholders the oppor- 
tunity to purchase $90,000,000 worth of 
new stock at par. It has always been the 
aim of the telephone management to avoid 
mortgage indebtedness so far as possible 
and to reduce fixed charges to a minimum. 
The stock of the company is unusually 
well distributed and ranks exceptionally 
high among other seasoned industrial 
shares.—vol. 28, p. 23. 





FERTILIZER BUSINESS SUB- 
NORMAL 
(Continued from page 108) 











tion, although in 1915 Part of the pre- 


While dividends on the common have 
been paid at frequent intervals in vary- 
ing amounts, the policy has been to de- 
clare such dividends only when earnings 
justified them, but as soon as indications 
pointed to a slowing up of business, the 
company has always been quick to sus- 
pend payment of common dividends, as 
was done recently, thereby conserving its 
cash resources. 

The management is quite conservative 
and its policy, in recent years, of putting 
the bulk of the earnings back into the 
business instead of paying them out in 
dividends on the common, has placed the 
company in a good financial condition. 
Although it recently issued some $12,500,- 
000 714% bonds, this was needed largely 
because of the slowness in collections, 
and the net working capital was increased 
materially by this bond issue. 

Although Virginia-Carolina Chemical 
does not control the extensive deposits 
of raw materials that the American Agri- 
cultural Chemical Co. controls, it is by 
no means a secondary company. While 
the total outstanding capitalization of the 
Virginia-Carolina Chemical Company 
totals roughly $75,000,000 against the 
$103,000,000 as a total of the latter con- 
cern, its net income has been, in a number 
of years, well in excess of the net income 
of the larger company.—vol. “6, p. 322. 


Conclusion 

The investment of the United States in 
agriculture exceeds by a large amount the 
investment in any of its other industries, 
and every one who believes in the future 
prosperity of this nation must believe in 
agriculture, since this is universally 
recognized as the very foundation of its 
prosperity. The influence of crops and 
of crop failures is reflected in every walk 
of life. 

The need for large amount of working 
capital among fertilizer companies may 
be readily appreciated when we examine 
the way such business is conducted. 
These concerns sell their products to the 
farmers during the spring months, but 
they do not, as a rule, receive cash in 
payment; more often the fertilizer is sold 
on credit, with the understanding that 
the farmer is to make payment in the 
fall after he has had a chance to cash 
in on his crops. These debts may be 
secured by liéns on the crops, on the 
lands, or in other ways. 

While the farmers have not done so 
well during the past year, we should re- 
member that the relation between the 
cost of the fertilizer and the value of 
the crop is relatively small, and conse- 
quently the farmer—especially the well- 
educated and far-seeing man—can easily 
afford to properly fertilize his lands, due 
not only to the increased yields obtained, 
but also to prevent depreciation of his 
lands. 

In view of this the fertilizer companies 
practically face two consecutive seasons 
of “below-normal” business, and thus may 
be somewhat slower to regain their 
former activity and to work off the large 
inventories. However, considering the 
basic and essential nature of the business, 
it is not likely to suffer any serious reac- 
tion. Again we must consider that the 
market prices of the stocks of these two 
companies are low, even when compared 
with the pre-war prices of such stocks, in 


Sa 








NEW MONTEREY 
HOTEL 


NORTH ASBURY PARK, N. J. 
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Accommodates 600. All rooms outside ones. 
Hot and cold salt water in all bath rooms. 
Perfect service by white employees. 





BEAUTIFUL GRILL ROOM 


Daily concerts. 
Jazz band for dancing. 
New 18-hole golf course. 





NEW YORK BOOKING OFFICE 
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W. G. SOUDERS & CO. 


Investment Bonds 

208 South La Salle St. 
Chicago, Ill. 

Grand Rapids 


31 Nassau St. 
New York 
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Exceptional Opportunity 


Oil royalty of 600 barrels a day. Will 
take approximately $1,300,000 to handle, 
to pay out in three years. Includes fee 
title, with coal and all products. 


If interested, write for particulars 


Lease covering 225,000 acres in West 
Virginia with good oil production off- 
setting. Fine opportunity to get into 
oil business. Address: 


H. L. WOOD 


42 Broadway New York City 
ANNUAL 


10% viet 


A high grade preferred stock issue 

of a Company with a 35-year record 
joying a high position in its 

industry. 

Financial statement, references, etc., 

on request. 


J. E. THOMSON & CO. 
120 Liberty St., New York 











private bath. 





1000 ISLAND HOUSE 
CROSSMON HOUSE 
Alexandria Bay, N. Y. 


The two leading hotels in the 1,000 Islands 
are now under one proprietorship, offering 
four hundred rooms, more than half with 


Finest fishing, motor boating, trap shoot- 
ing, golf, canoeing. Daily hydroaeroplane 
flights from hotel dock. 


Attractive book with beautiful pictures 
and auto map sent on request. 


WILLIAM H. WARBURTON, Proprietor 
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spite of the fact that very large amounts 
were carried to surplus during recent 
years, and also that the “other-than-fer- 
tilizer” business has been rapidly growing. 

The bonds of both of these corpora- 
tions deserve a high rating, and likewise 
the preferred stocks seem to have attrac- 
tive investment possibilities. The com- 
mon stocks are in the speculative class, 
but they seem to have discounted, to 
some extent at any rate, the adverse con- 


Spring Lake, Ny 


Newly constructed. Ac- 
commodations for over 
300 guests. Carefully 
selected clientele. 
Surrounded by green 
lawns and gardens at 
the edge of the sea. 


New York Office 
The Spur, 425 Fifth Avenue 


Write for Booklet 


W. B. STUBBS, Prop. 


ditions resulting from the drastic defla- 
tion. Their market action is portrayed in 
the accompanying charts. 

In choosing between the issues of the 
two companies, the writer prefers those 
of the American Agricultural Chemical 
Co., since its earnings have been more 
uniform over a period of years, its con- 
trol of raw supplies is most comprehen- 
sive and its operating history seems to 
warrant a more ‘satisfactory rating. 
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